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PEEPACE 

In the last five years there have been over 84,000 bankrupts 
in the United States, with liabilities approaching a billion and 
a half dollars. 

5 Tears Average per Year 

Number of Bankrupts 84,767 16,953 

Liabilities $1,317,493,264 $263,498,653 

Certainly every -well-informed business man ought to know 
something about the way in which bankrupt estates are ad- 
ministered and about the rights, duties and liabilities of bank- 
rupts and creditors. Indeed, the credit men's associations have 
been urging business men to participate in the administration 
of bankrupt estates as receivers and as trustees; probably un- 
f amiliarity with the law has been the chief cause of the business 
man's reticence. There can be little doubt that the business man 
who would undertake this work would have no more difiiculty 
in learning the essential parts of the law than the lawyer has 
in learning about the important parts of a business. 

Unfortunately for the business man, there has been no text on 
bankruptcy intended chiefly for the layman. Such texts as have 
appeared contain too much of the technical and procedural to 
appeal to the average business man. To supply this deficiency 
is the purpose of this book. It is intended not only for busi- 
ness men but for advanced students in university courses in 
commerce. A special feature is the group of problems taken 
from cases adjudicated by American courts. These problems 
illustrate all phases of the law except those that deal with mat- 
ters of procedure which are of interest only to the lawyer. 

Part I is the text to be studied. The reader will do well to 



read this through without referring to the statute. Then he 
will be in a position to study each section carefully, and for this 
purpose he should read the pertinent part of the National Bank- 
ruptcy Act, printed in Part II. References to the Act are 
printed thus: (7, a, 2). This means that the question discussed 
in the text is treated in the Act, Section 7, paragraph a, clause 
2. When the General Orders promulgated by the United States 
Supreme Court for carrying the Bankruptcy Act into effect are 
referred to, the notation is made thus: (G. 0. VIII), which 
means, General Orders, number VIII, printed as a part of Part 
II hereof. Forms referred to in the text are the oflScial forms 
printed in Part III. 

I am sensible of my obligation to my eoUeague, Mr. Richard 
P. Bttinger, for aid in preparing and selecting the problems, and 
take this opportunity to express my appreciation. 

Charles W. Geestenberg. 

April, 1917. 
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THE LAW OF BANKRUPTCY 

PART i: PRINCIPLES . 

1. Purpose of hamkruptcy. — The purpose of modern bank- 
ruptcy acts is to help the creditors of insolvent debtors and the 
insolvent debtors themselves. The former derive their benefit 
from the statutes by being certain of reaching all the debtor's 
property which, by law, should be dedicated to the payment of 
his debts, and by being assured equality of treatment. Debtors 
are benefited by the act by being permitted to get rid of their 
debts when they become a burden to the extent of mortgaging 
the debtor's future. If a debtor is unfortunate enough to have 
debts in excess of his assets, his future earnings will have to be 
used to pay the past debts. The incentive to become or remain 
a productive member of society is taken away. He is, in effect, 
told by the bankruptcy statute that if he has been honest in the 
conduct of his business he may regain his economic freedom by 
surrendering all his property to his creditors and beginning life 
anew with a clean slate. 

2. Ancient bankruptcy acts. — Bankruptcy statutes were 
passed in Eome and later in England. Down to the opening 
of the eighteenth century they were one-sided; they were in- 
tended to protect the creditors. Indeed, some of these statutes 
were harshly criminal in their nature. Thus the Eoman law 
provided sale into slavery or death as a punishment for the 
insolvent debtor. When it was proposed to give Congress the 
right to pass uniform laws of bankruptcy, Roger Sherman arose 
in the Constitutional Convention and said that he did not pro- 
pose to have it possible in America, as it was in England, for 
debtors to be put to death. 

The bankruptcy statutes illustrate the importance of promis- 
ing reward as well as threatening punishment. It seems that 
all the brutality of the older statutes was insufficient to prevent 
debtors from seeking to save themselves and their property from 
surrender for the benefit of creditors. About 1705, therefore, 
while failure to surrender goods or person was made a felony, a 
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small allowance was made from the insolvent estate to the bank- 
rupt who willingly conformed to all the provisions of the law, 
and finally he was to be discharged from all debts, with certain 
exceptions, that were due before the bankruptcy.^ 

Another interesting point about the old statutes is that they 
applied to traders only. Eemember, if you will, that until com- 
paratively very recently trade was a badge of social inferiority. 
To call a noble a bankrupt was to open the door to a suit for 
slander. The bankruptcy act of 1861 in England made non- 
traders in that country subject to bankruptcy. In this country 
non-traders were permitted to go voluntarily into bankruptcy by 
the Act of 1841, but the same act protected them from prosecu- 
tion as involuntary bankrupts. 

3. Bankruptcy acts in America. — The United States Constitu- 
tion^ says that Congress shall have the power to establish "uni- 
form laws on the subject of bankruptcies throughout the United 
States." Under this power Congress has passed four separate 
acts as follows : 

Amendments 



Date of Act 
April 4, 1800 
August 19, 1841 
March 2, 1867 



Repeal 

Dec. 19, 1803 

March 3, 1843 



July 27, 1868 

June 30, 1870 

July 14, 1870 

June 8, 1872 

Feb. 13, 1873 

March 3, 1873 

June 22, 1874 

Apr. 14, 1876 

D'uly 26, 1876 June 27, 1878 

Feb. 5, 1903 

June 15, 1906 

June 25, 1910 

Feb. 26, 1917 
In the interim between these acts, the state laws have regu- 
lated bankruptcies. The present act has not repealed these laws ; 
it merely suspends their operation, and if the federal act were 

1 Under the Roman cessio honorum the debtor, by surrendering his goods, 
was exempted from imprisonment and corporal punishment. — 2 Black- 
stone's Commentaries, 473. 

2 Art. 1, Sec. 8, Clause 4. 
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to be repealed the state laws^ would immediately spring into full 
vigor. In California, Connecticut, Georgia, Louisiana, Maine, 
Maryland, Massachusetts, Minnesota, Nevada, New Hampshire, 
North Dakota and Rhode Island the insolvency laws have pro- 
vided for voluntary and involuntary distribution of an insol- 
vent's estate and for discharge from provable debts. In the 
other states the insolvency laws merely regulate voluntary as- 
signments for the benefit of creditors. In a few states the debtor 
might be discharged from further obligations on his debts by a 
vote of the creditors. Those states include Colorado, Idaho, 
New York, Oregon, "Washington and Wisconsin. Other states 
allow a discharge of such debts only as the creditors prove as 
claims in the insolvency proceedings. These states include Ari- 
zona, Arkansas, New Jersey, South Carolina, Texas and "Wyo- 
ming. In many states it is possible for the insolvent to give 
preferences. But it must be remembered that all these state in- 
solvency laws have been superseded by the federal act and that 
probably Congress will never again surrender its power to the 
states. If the present federal act is repealed, probably another 
will immediately take its place. It is likely, however, that the 
present law will remain but will be subject to gradual amend- 
ment. The student, therefore, can quite dismiss from his mind 
the question of state insolvency laws. 

4. Evils existing before the act of 1898. — The reader will be 
interested to know something about the value of the present bank- 
ruptcy act to business men. One can get a good idea of this 
value if he will but contemplate conditions as they existed in 
the days prior to 1898, when bankruptcy was regulated by the 
state insolvency laws. During those periods in our history when 
we have had no bankruptcy act, mutual confidences between debt- 
ors and creditors were impossible, as was any co-operative action 
among creditors themselves. Insolvency always meant lawsuits. 
If one creditor had suspicion that a debtor was about to fail, im- 
mediately such creditor would rush to court and levy an attach- 
ment or execution. Then would begin a mad race for prece- 
dence between executions, attachments and the like — ^between 
the sheriff, receiver, assignee and mortgagee — ^to see which one 
would get possession of the debtor's property first, the receiver 

1 It is customary to designate the state laws as 'insolvency laws, to 
differentiate them from the federal bankruptcy acts. 
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frequently finding upon arrival that he was forestalled by the 
sheriff under a levy or by some preferred mortgagee or assignee 
placed in possessioti by the debtor. In those days there was no 
possibility of co-operation among creditors, no incentive to a 
frank recital by a debtor to his creditors of the true condition 
of affairs, no chance for peaceable adjustment. Bach creditor 
was eyeing the others, ready at a moment's notice to rush in 
ahead of them. It was the unmitigated reign of the ' ' Survival 
of the Fittest." 

Under the stern rule of the Bankruptcy Act, however, this 
wild scramble for precedence has ceased and co-operation among 
creditors has become the order of the day. This change was 
particularly manifest during the financial depression just pass- 
ing.^ Instead of creditors rushing to the courts, instead of 
debtors giving preferences, debtors and creditors alike have as- 
sembled in meetings, and there the debtor's books have been 
examined, his resources been inquired into, he and his creditors 
have consulted together ; and in numberless cases, readjustments 
of his affairs have been effected upon a basis satisfactory to 
all, without court proceedings and with mutual good will.^ 

Mr. Edward D. Page, one of the foremost authorities in the 
United States on credits, described the early business of H. B. 
Claflin, the well-known dry goods merchant, as follows: "The 
chances which Mr. Claflin was taking in the extension of credits 
became notorious. He, however, had the cleverness to protect 
himself under the existing insolvency practice of the time. Be- 
ing the principal creditor of most of his debtors, he retained a 
close hold and kept a sharp watch on their businesses, often 
compelling them to buy goods from him at his own prices ; and 
so, in case they came to mishap, his agents would control the 
situation, replevining or attaching their entire assets so that 
the Claflin debt should be paid before any other creditors could 
share in the proceeds. Unethical as this process now sounds, 
it was not condemned by current commercial law and custom, 
and it was defended as being the only way in which the large 
credits necessary for the development of the western country 
could be extended. For a short period from 1867 to 1878 the 

1 This reference is to the depression of 1907. 

2 Adapted from Remington, Bankruptcy Law and Peaceable Settlements 
of Business Failures, a booklet published by the National Association of 
Credit Men. 
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United States bankruptcy law, which represented aspiration 
rather than efficiency, somewhat interfered with this process; 
the law of 1898 finally put an end to it."^ 

5. Jurisdiction of courts. — Under present practice, bankruptcj' 
proceedings are begun in the federal District Courts. Each 
court has authority to adjudge persons bankrupt who have had 
their principal place of business, resided or had their domicile 
within its respective territorial jurisdiction for the preceding six 
months, or the greater portion thereof, or who do not have their 
principal place of business, reside or have their domicile within 
the United States, but have property within its jurisdiction, or 
who have been adjudged bankrupts by courts of competent juris- 
diction without the United States and have property within its 
jurisdiction. 

The court first getting jurisdiction in the bankruptcy pro- 
ceedings retains control, but if it is necessary to reach property 
or persons within the territorial limits of the jurisdiction of an- 
other District Court,* the trustee in bankruptcy applies to that 
other court for help in the original action. 

The federal District Courts control aU. matters that are strictly 
necessary in connection with the bankruptcy proceedings, such 
as the powers of the trustee, the supervision of the bankrupt 
estate, distribution to creditors of moneys in the trustee's hands, 
and settlement of the trustee's accounts; but all other matters 
which are collateral in their nature, such as suit by the estate to 
recover moneys due, avoidance of preferences and the like, are 
taken before the state courts unless, of course, the federal courts 
have jurisdiction on some grounds other than bankruptcy, e. g., 
on the ground that the litigants are citizens of different states. 
Practice in bankruptcy proceedings is regulated by the National 
Bankruptcy Act and by the General Orders of the United States 
Supreme Court (30). 

6. Voluntary and involuntary bankruptcies. — The law now 
provides that a person may be declared a bankrupt on his own 
initiative or on the petition of his creditors. In voluntary bank- 
ruptcy, the debtor himself files a petition together with a schedule 
of his assets and liabilities (7, a, 8) . The petition, the form of 

I Independent, Monday, July 30, 1914, Vol. 79, p. 76. 
» There are 95 federal District Courts in the United States at the present 
time, exclusive of those in the non-contiguous territory. 
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which is prescribed/ states that the debtor "owes debts which 
he is unable to pay in full; that he is willing to surrender all his 
property for the benefit of his creditors except such as is ex- 
empt by law, and desires to obtain the benefits of the acts of 
Congress relating to bankruptcy. " Thus the object of voluntary 
bankruptcy is to insure equitable distribution of assets and relief 
from liabilities that hamper the debtor's productive activities. 

The question very frequently arises whether a debtor should 
await the filing of the petition by his creditors or should take the 
reins in his own hand and file his own petition. An honest debtor 
who finds himself in difficulties makes no mistake in going to 
his creditors and asking their advice. Usually, if bankruptcy 
is deemed expedient, it is then left to the creditors to file the 
petition, the debtor making the way easy by stating in writing 
his willingness to be declared a bankrupt. The involuntary peti- 
tion must be signed by three or more creditors who have provable 
claims aggregating at least five hundred dollars ; or by one credi- 
tor having a provable claim for the same amount, provided all 
the creditors, excluding employees and near relatives, are less 
than twelve in number (59, b). In addition, the petition must 
state that the debtor owes a total of at least $1,000 (4, b.). 

7. Proceedings irought at instigation of unscrupulous lawyers. 
— A word of warning to the business man at this point will not be 
out of place. We quote from Ettinger & Golieb's "Credits and 
Collections ":* 

"Now and then the filing of a petition is brought about by the 
acts of unscrupulous attorneys. Thus, a small debtor who finds 
himself insolvent may consult an unprincipled attorney whose 
first thought is neither of the debtor nor of the creditors, but 
only of himself and the prospects for large fees. Such an attor- 
ney obtains a list of creditors, not with the honest intention of 
arranging for a settlement, but merely to ascertain which of the 
creditors can be infiuenced to file a petition. These facts are then 
conveyed to a confederate, another attorney of the same despi- 
cable type, who procures the signatures of three tractable credi- 
tors to a petition and nominally acts as their attorney. He then 
makes every effort to induce a majority of the creditors to per- 
mit him to be their representative in the meeting called to elect 

1 See Form No. 1. 
'Page 335. 
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the trustee. If the confederate succeeds in electing his nominee 
he then procures an order authorizing him to act as the trus- 
tee 's attorney. Now the whole situation is in hand ; the case is 
all "sewed up." One scamp represents the debtor and the other 
represents the trustee; between them they control the subse- 
quent handling of the estate. 

' ' The fees and expenses coming out of the assets of the estate 
are shared by the unscrupulous attorneys. But these collusive 
situations are susceptible to more serious abuses. It is hardly 
to be expected that an estate so controlled will be zealously man- 
aged with a view to economy. Nor can it be expected that 
under the circumstances described the attorney for the creditors 
will expose and denounce the client of his accomplice if he dis- 
covers concealed assets, fraud, or material irregularities. An 
honorable debtor who falls into the clutches of such rascals suf- 
fers with his creditors, for no effort will be made, in good faith, 
to effect a settlement ; the estate will yield these attorneys greater 
revenue than the poor small debtor can afford to pay, and the 
fees are bigger if the case is carried through to final liquidation. 
The result is a very lean dividend for the creditors and a black- 
ened record for the debtor. 

"Honest debtors can discharge their first obligation to their 
creditors by consulting reputable attorneys only. Creditors, on 
the other hand, should refuse to give the representation of their 
claims to any attorney soliciting them unless they know him 
to be of unimpeachable integrity. Fortunately, the vigilance of 
the legal profession and of the credit men's associations has 
succeeded in reducing the evils growing out of unprincipled 
practices by legal birds of prey." 

8. Who may become bankrupts. — ^We saw that, under some of 
the older bankruptcy acts, traders only could become bankrupts. 
The tendency is constantly toward a broadening of the scope of 
the bankruptcy acts, but even today there are restrictions on 
the persons to whom the Act may be applied. Any person, ex- 
cept a municipal, railroad, insurance or banking corporation, 
may become a voluntary bankrupt (4, a). An involuntary peti- 
tion in bankruptcy may be filed against any natural person 
except a wage-earner^ or a person engaged chiefly in farming 

1 Wage-earner shall mean an individual who works for wages, salary or 
hire, at a rate of compensation not exceeding one thousand five hundred 
dollars per year (1, 27). 
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or the tillage of the soil, or against any unincorporated com^ 
pany, or against any moneyed, business or commercial corpora- 
tion, except a municipal, railroad, insurance or banking com- 
pany (4, b). 

9. Acts of bankruptcy. — We have shown that a person may not 
become an involuntary bankrupt unless he owes at least a thou- 
sand dollars and is prosecuted by three creditors to whom, in 
the aggregate, $500 is due.^ The involuntary petition must also 
allege that the bankrupt has committed one of the five so-called 
acts of bankruptcy within four months of the filing of the peti- 
tion.^ We will discuss each of these acts separately. 

10. Fraudulent conveyances. — The first act is described as fol- 
lows: "conveyed, transferred, concealed, or removed, or per- 
mitted to be concealed or removed, any part of his property 
with intent to hinder, delay or defraud his creditors, or any of 
them" (3, 1). The old bankruptcy statutes of England were 
designed chiefly to punish debtors who acted fraudulently in 
disposing of their property with the intention of injuring credi- 
tors. For many years the courts have been passing on situations 
involving fraud or alleged fraud, and we can glean from their 
discussions, therefore, the general rules of law which define 
fraud.^ 

11. Preferences. — The second act prevents certain creditors 
from getting advantages over the others. If a debtor is insolvent 
and transfers his property or a part of it to one or more creditors 
with intent to prefer such creditors over his other creditors he 
has committed the second act of bankruptcy (3, 2). Now, the 
words "prefer" and "preference" are frequently used in the 
Bankruptcy Act. Thus, we have occasion to use the word "pref- 
erence" in two connections: first, to describe, as it is used here, 
an act of bankruptcy ; second, to describe the kinds of transfers 
that will be set aside because they are injurious to the creditors 
as a class (57 and 60). Preferences, as the term is used in the 

1 Where there are less than twelve creditors one may sign the peti- 
tion (59, b). 

2 The four months here referred to and mentioned frequently in the subse- 
quent text means four calendar months. If an act of bankruptcy is com- 
mitted on January 26, the last day to take advantage of it by filing a 
petition will be May 25. 

3 See Section 1 of the National Bankruptcy Act for definitions of some 
of the words used in describing this act of bankruptcy. For an account of 
fraudulent conveyances, see Wait's Fraudulent Conveyamces,^ ajid the same 
title in Vol. 20 of the Cyclopedia of Lwijo and Procedure. 
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second sense, are discussed at length later. It is sufficient 
here to say that generally whatever is said there about 
preferences applies here to preferences as acts of bankruptcy. 
But a voidable preference may be made without intent to prefer 
one creditor, while to prove the act of bankruptcy it is neces- 
sary to show that not only did the alleged bankrupt consent to 
the preference but that he intended it as a preference. To be 
sure, the mental state known as intent is quite impossible to prove 
except by the external acts committed or words said. For that 
reason it is generally held that if the necessary effect of *a trans- 
fer is to give a preference, as where a debtor with a great many 
creditors transfers all his property to one creditor, the intent 
will be conclusively presumed. 

12. Preferences hy legal proceedings. — The third act is de- 
fined by the Act (3, 3), "suffered or permitted, while insol- 
vent, any creditor to obtain a preference through legal pro- 
ceedings, and not having at least five days before a sale or final 
disposition of any property affected by such preference vacated 
or discharged such preference." 

Perhaps we ought to pause here to describe how debts are 
ordinarily collected. A owes B $1,000 and refuses or is unable 
to pay the sum. B brings action against A by serving a sum- 
mons and complaint on him, which summons and complaint re- 
quires A to come into court and say whether or not he owes the 
money. The result of the trial, we may assume, is a finding that 
A does owe the money and consequently a judgment is entered 
against A. This judgment, under the laws of most states, be- 
comes a lien on all of A's property as soon as it is filed. Thus, 
if A owns a house with a first mortgage on it, this judgment 
becomes a second lien. An execution is then issued on the judg- 
ment, as prescribed by law, directing the sheriff or other proper 
officer to make a levy on A's property, that is, to seize so much 
of it as is necessary to pay the judgment debt.^ The sheriff then 
advertises the property for sale and on the day prescribed it is 



1 It should be noted that in most states the levy may be made before 
the action is tried. It is then called an attachment. Attachments are 
usually permitted if the debtor is accused of fraud or of intention to 
avoid the jurisdiction of the court. If the trial results in a judgment, 
the steps go forward as they are described above. If the plaintiff loses, 
however, he is compelled to return the property and the defendant may 
collect damages out of the bond which the plaintiff is required to put up 
at the outset. 
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sold. Out of the proceeds the judgment debt and all costs and 
fees of the trial and subsequent proceedings are paid. 

This brief account is sufficiently complete to indicate the sit- 
uation with which the third act of bankruptcy is intended to deal. 
If the property is permitted to be sold, just so much is taken 
from the insolvent's estate for the benefit of one creditor to the 
detriment of the others. The insolvent is given until within 
five days of the sale to pay off the debt or by some legal pro- 
ceedings avoid the sale. If he permits things to go on to within 
the time allotted, the creditors may step in and prevent the sale 
by filing the bankruptcy petition. 

13. Assignments and receiverships. — The purpose of the 
fourth act of bankruptcy is to prevent the debtor 's escaping from 
the bankruptcy courts by seeking refuge in other means of set- 
tlement of his insolvent estate. It was common before the pas- 
sage of the Bankruptcy Act for insolvent debtors to make an 
assignment to some trustee for the benefit of creditors. This 
had the effect of preventing the litigious creditors from grab- 
bing the unfortunate debtor's property in attempts to pay their 
own debts in full. This very act of assignment is now made 
cause for action by the bankruptcy courts (3, 4). 

Another method of obtaining practically the same result as 
that arising from an assignment is the receivership. A receiver 
is an impartial person appointed by a court of equity to hold 
property pending the termination of proceedings for establish- 
ing its ownership or proper disposition. If one creditor threatens 
to take all the property of an insolvent it may be turned over 
to the receiver under a court order instead of under the volun- 
tary assignment. But here again, instead of being required to 
rely upon the receivership proceedings, the creditors may file a 
petition in bankruptcy and thus bring to their aid all the ma- 
chinery provided by the Act.^ 

14. Written admission as an act of iankruptcy. — The alleged 
bankrupt may make an admission in writing of his inability to 

1 Notice that receiverships do not always result in bankruptcy proceed- 
ings. If a debtor has plenty of property — more than the amount of his 
liabilities — but cannot pay his debts as they mature in the ordinary course 
of business because his funds are not liquid he may resort to a receivership 
to protect his property from the onslaughts of unforbearing creditors who 
will be compelled by the receivership to wait till the property can be re- 
duced to money. The receivership will not result in bankruptcy since it 
will not be possible to prove that the debtor is insolvent in the bankruptcy 
sense of the word. 
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pay his debts and his willingness to become a bankrupt. If this 
ground is relied upon to establish an act of bankruptcy the pro- 
ceedings will be very similar to a voluntary bankruptcy. Indeed, 
before the Amendment of 1910, corporations were not permitted 
to go into voluntary bankruptcy, but they accomplished the same 
result by making a written admission and then procuring three 
friendly creditors to file the petition. 

15. Must the alleged bankrupt be insolvent? — The petition, as 
we have seen, must state that the alleged bankrupt has com- 
mitted one of the five acts of bankruptcy, within four months 
of the filing of the petition. Is it required always to prove the 
insolvency of the bankrupt? The Act says that the burden of 
proof is always on the alleged bankrupt to prove his solvency 
if the creditors are relying on the first act of bankruptcy (3, c) . 
When the other acts are relied upon by the creditors the burden 
will be upon them to establish insolvency unless the debtor fails 
or refuses to come into court to answer the petition (3, d). The 
creditors, of course, make out a prima facie ease showing that 
the debtor was insolvent and thus place the burden of rebuttal 
on the defendant. This burden, it must be evident, cannot pos- 
sibly be borne successfully by the debtor if the acts of bank- 
ruptcy are a written admission of inability to pay debts and 
willingness to be declared a bankrupt, or the execution of a gen- 
eral assignment. 

16. What is insolvency? — The law recognizes two forms of in- 
solvency. Sometimes a man may have plenty of unliquid assets, 
but on account of the difficulty of turning them into cash, may 
find it impossible to pay his debts as they mature in the ordinary 
course of business. A hurried forced sale of the property with 
an attendant shrinkage of value would surely injure the debtor 
and might adversely affect the creditors' chances of a full settle- 
ment of their claims. To prevent such a situation the state 
courts may be relied upon for protection through a receivership. 
Such a receivership will not constitute an act of bankruptcy, for 
the act will not be committed if, as is the case assumed here, the 
debtor is not insolvent in the bankruptcy sense; that is, if his 
assets at a fair valuation are in excess of his liabilities.^ 

iThe Bankruptcy Act provides (1, 15) "a person shall be deemed in- 
solvent within the provisions of this Act vsrhenever the aggregate of his 
property, exclusive of any property which he may have conveyed, trans- 
ferred, concealed or removed, or permitted to be concealed or removed, 
with intent to defraud, hinder or delay his creditors, shall not, at a fair 
valuation, be sufficient in amount to pay his debts." 
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Without doubt, an insolvent person — one with assets less than 
his liabilities — can hardly escape the bankruptcy courts if his 
creditors are set upon bringing him into them. For one creditor 
may bring an action, take judgment and then open the door for 
the other creditors to allege the commission of the third act of 
bankruptcy. 

17. When is it necessary to prove intent? — The present Bank- 
ruptcy Act cannot be said to be a criminal act, though a few of 
its provisions treat certain enumerated acts of wrong-doing as a 
crime. However, since it provides for the forcible taking of a 
man's property, it would seem that the intent of the debtor to 
injure his creditors would always be an important factor. Thus 
it is necessary in connection with the first and second acts of 
bankruptcy to prove intent to defraud or intent to prefer. The 
third act, however, does not require intent as an ingredient; 
merely passively allowing legal proceedings to proceed to sale 
constitutes the evil and injury to the creditors that the Bank- 
ruptcy Act seeks to avoid. And the same thing applies in the 
case of a receivership. The Act seeks to establish the suprem- 
acy of the bankruptcy courts, and whether other courts step in 
upon the solicitation of the debtor or upon the demand of some 
of his creditors is immaterial. Finally, it must be evident that 
in connection with assignments and written admissions of will- 
ingness to become a bankrupt the intent to oust the bankruptcy 
courts of control or the intent to injure creditors is immaterial. 
In these two cases it would hardly be the debtor who would 
object to the institution of bankruptcy proceedings. 

18. Provisional remedies pending involuntary bankruptcy. — 
After the petition has been filed a period of fifteen days may 
elapse before the debtor is officially notified by the creditors as is 
required by law (18, a) . The debtor then has five days in which 
to answer in a formal way the allegations contained in the peti- 
tion (18, b). This is ample time for a fraudulent debtor to con- 
ceal property against the day of discharge or to transfer it 
secretly to near relatives or friends. But the Bankruptcy Act 
does not leave the creditors helpless. Certain provisional reme- 
dies are provided, and these may be so useful that we shall de- 
scribe them separately. 

19. Seizure of alleged bankrupt's property. — In the first place, 
the creditors may' file proper papers and put up a bond and 
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then seize all of the property of the bankrupt which the bank- 
rupt has in his own possession or which is in the possession of an 
agent or of one who does not deny the bankrupt's right to the 
property. This remedy, of course, may be used only where it is 
shown to the satisfaction of the court that there is danger of loss 
of the property to the injury of the estate (69). If the danger 
does arise, the United States marshal is given a writ to take sum- 
mary possession. If the petition is not prosecuted or if, upon 
trial, it is not sustained but is dismissed, the defendant may pro- 
ceed to collect all costs and damages of the seizure. It is to 
insure collection of any judgment he may obtain in a suit for 
this purpose that the creditors are required to put up the bond. 

20. Injunction. — The Bankruptcy Act also provides that per- 
sons may be restrained from proceeding against the bankrupt 
in other courts in a way to interfere with the administration of 
the estate in the bankruptcy courts (11, a). Such restraining 
orders may be obtained at any time after the petition has been 
filed, and if there is any danger that the bankrupt will dispose 
of some of his property a special proceeding may be instituted 
for an injunction restraining him from disposing of his property 
before it can be taken over by the trustee subsequently to be 
chosen for the administration of the estate. 

21. Arrest and detention of the bankrupt. — One of the great 
advantages of the Bankruptcy Act is the plenary power con- 
ferred on the administrators of the estate to get control of all 
the bankrupt's property for the benefit of the creditors. The 
act, moreover, imposes on the bankrupt the duty of aiding in the 
recovery of transferred or withheld property (7). If the bank- 
rupt threatens to escape this duty by leaving the jurisdiction of 
the court the marshal may be directed to bring him before the 
court and if the allegations are found true and it appears neces- 
sary, the marshal may be directed "to keep such bankrupt in 
custody not exceeding ten days, but not imprison him, until he 
shall be examined or released or give bail conditioned for his 
appearance for examination" (9, b). Bankrupts may be ex- 
tradited from the jurisdiction of one court to that of the court 
where the proceedings have been instituted (10). 

22. Receiverships. — ^Where the property of the bankrupt con- 
sists of a going concern it is usual to petition immediately for 
the appointment of a receiver on the ground that immediate con- 
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trol of the property by the court is necessary to preserve the 
estate (2, 5), The receiver derives his powers from the order 
of the court and from subsequent orders. His chief duty is to 
preserve the estate, but of course he may sell perishable goods. 
Creditors should always insist upon the appointment of a capa- 
ble person to act as receiver, and, since the creditors are likely 
to know of persons familiar with the kiad of business in which 
the debtor is engaged, their suggestions as to who should be ap- 
pointed are usually favorably considered by the eourt.^ 

23. Independent actions iy creditors. — In addition to the 
other provisional remedies, creditors may bring their own ac- 
tions for the recovery of assets that may have been fraudulently 
transferred by the debtor. If the debtor is adjudicated a bank- 
rupt, the trustee may continue the actions for the benefit of all 
creditors and if the goods are recovered, the creditor who began 
the action will be reimbursed for the expenses incurred 
(64, b, 2). 

24. Trial. — ^Within fifteen days of the filing of the petition the 
bankrupt must be notified through service of a writ of subpoena 
(18, a). Provision is made for publication of the subpoena in 
case personal service is impossible. The bankrupt is then given 
five days in which to answer the allegation of the petition 
(18, b). He may deny any of the material charges, such as that 
he committed an act of bankruptcy, that he is insolvent or that 
the petitioning creditors are qualified under the Act. Gener- 
ally, this answer is omitted, the debtor making no defense. In 
that event on the day following the last day for answer, a decree 
may be entered declaring the debtor a bankrupt (18, e). If the 
debtor does defend he may, under certain conditions, have a 
trial of the issues by a jury (19) . The judge may refer the case 
to a master in chancery — an officer appointed to hear testimony 
— and upon his findings either declare the debtor a bankrupt or 
dismiss the petition. 

25. References. — Immediately after the adjudication, the case 
is referred to a referee in bankruptcy (22). He is a quasi- ju- 
dicial officer appointed by the court and handles the general 
routine of the bankruptcy proceedings (1, 7 and 33). The 
reader's attention is called to sections 34 to 43, inclusive, of the 

iThe compensation of receivers has been fixed under the Bankruptcy 
Act amendments of 1910 (48, d and e.) 
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National Bankruptcy Act, which describe the duties, powers, 
jurisdiction and compensation of referees. Practically all mat^ 
ters after adjudication come before the referee, except applica- 
tions for the confirmation of a composition and applications for 
final discharge of the bankrupt. These two questions must be 
taken up with the court.^ 

The referee is always subject to the superior power of the 
court which may at any time take the proceedings into its own 
hands (38). 

26. Notices to creditors. — One of the important duties of the 
referee is to give notices to the creditors. The law provides 
epeciflcally for notice in nine separate cases (58), the require- 
ment being that ten days' notice shall be given, unless waived in 
writing, of 

(1) All examinations of the bankrupt; 

(2) All hearings upon applications for the confirmation 

of compositions; 

(3) All meetings of creditors; 

(4) All proposed sales of property; 

(5) The declaration and time of payment of dividends; 

(6) The filing of the final accounts of the trustee, and the 

time when and the place where they wiU be examined 
and passed upon; 

(7) The proposed compromise of any controversy; 

(8) The proposed dismissal of the proceedings, and that 

(9) There shall be thirty days' notice of all applications 

for the discharge of bankrupts. 

27. Schedules. — In order that the estate may be administered 
in an orderly way, the bankrupt is compelled to file a schedule 
of his property, and of the names and addresses of his creditors, 
the amount due them, a statement of the original consideration 
received by the bankrupt for their claims, and a statement of 
the security, if any, given by the bankrupt to secure such claims, 
as well as a statement of the claims made by the bankrupt of 
exemptions (7, a, 8).^ These schedules are written on prescribed 

1 Notice the use of the word "judge" in these sections instead of the 
usual word, "court." 

2 Exemptions are the rights of every individual granted by state laws 
to hold certain very necessary pieces of property, such as a small home- 
stead, farming or professional tools, household utensils, clothing and the 
like free from the right of seizure granted to creditors generally. 
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printed forms which may be obtained at any legal stationer's.* 

In cases of voluntary bankruptcy the schedules must accom- 
pany the petition (7, a, 8), but in involuntary cases they must 
be filed within ten days after the adjudication (7, a, 8 and G. 
O. IX) . Schedules must be sworn to. The referee or a credi- 
tor may file the schedules if the bankrupt neglects to do so and 
the referee may cause defective schedules to be amended (39, 2 
and 6). It must be remembered that since debts not scheduled 
are not discharged (17, a, 3), it is in the interest of the bank- 
rupt's future welfare to see that all debts are included. Even 
outlawed debts should be included, for the inclusion does not 
serve to revive them after they have been barred by the statute 
of limitations. Schedules are filed in triplicate, one for the clerk 
of court, one for the referee and one for the trustee (7, 8). 

28. Meetings of creditors. — The referee is now in possession 
of the names of the creditors. He is required to call a meeting 
of the creditors not less than ten days nor more than thirty days 
after the decree in bankruptcy has been signed (55, a). 

The referee, or the judge himself, if he so desires, presides 
over the first meeting, and before proceeding with any other 
business, may allow or disallow the claims of creditors there pre- • 
sented, and may publicly examine the bankrupt or cause him 
to be examined at the instance of any creditor (55, b). At this 
first meeting the creditors also elect a trustee (44, a). 

Subsequent meetings of creditors are held from time to time, 
whenever the referee feels it is necessary, to carry out the pur- 
poses of the bankruptcy proceedings (55, a). A meeting must 
be called whenever one-fourth or more in number of those who 
have proven their claims file a written request to that effect 
(55, e). Moreover, a final meeting of creditors must be ordered 
whenever the affairs of the estate are ready to be closed (55, f). 

The fact that creditors attend meetings does not indicate that 
they control the proceedings. The court and referee merely seek 
the advice of the creditors, but reserve the right to pass on points 
in dispute between the creditors and the bankrupt or among the 
creditors themselves. The creditors, however, find that the right 
to be heard at meetings is a valuable one ; their suggestions as to 
the conduct of the estate are usually adopted by the trustee. 
Moreover, the right of creditors to have the debtor examined is 

1 See form printed after Form No. 1 and read (39, 2 and 6). 
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important, for wide latitude is permitted, and the information 
which creditors have of a bankrupt's affairs may be of great im- 
portance in directing the examination in such a way as to lead 
to disclosures of great moment. Not only may the bankrupt 
himself be examined, but also his wife, his assignee, his friends, 
and any one who might have the slightest information about any 
fraud committed by the bankrupt (21, a) . These examinations 
frequently bring to light previously undiscovered assets of the 
bankrupt and thus serve to furnish evidence for suits intended 
to recover property and to enlarge the estate for the benefit of 
the creditors. 

29. Duties of bankrupt. — Section 7 of the National Bank- 
ruptcy Act enumerates the duties of bankrupts. This section 
should be studied carefully at this point. 

30. Trustees. — At the first meeting of creditors a trustee is 
selected by the creditors (44, a). The trustee gets title to the 
bankrupt's property, reduces it to possession, converts it into 
money and distributes the proceeds equitably among the credi- 
tors (47, a). 

The trustee is elected on a per capita and a per dollar basis. 
If the two votes give a majority to the same candidate his elec- 
tion is usually confirmed by the referee, but in case of a dis- 
agreement the appointment of the candidate receiving the larg- 
est per capita is usually made, since he will represent the larger 
number of creditors and will not be open to the charge that he 
is favoring the few large creditors. 

All legal actions brought against or by the estate are entitled 
in the name of the trustee. Before taking up the kinds of ac- 
tions the trustee is likely to bring we must pause to consider the 
creditors. What are the qualifications of creditors that enable 
them to vote for the trustee and to participate in the other trans- 
actions ? 

31. Creditors entitled to vote. — The general purpose of the 
Bankruptcy Act is to give to the creditors who have no security 
or priority under the law the right to control the bankrupt's 
estate. Those creditors, therefore, who have security or who 
enjoy priority cannot vote in respect to the secured or prior 
claims unless they surrender their security or priority. If, on 
the other hand, they have common claims as well as the secured 
or prior claims, they may vote on the basis of those common 
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claims (56, b). And if the security is on the exempt property, 
the creditor may vote since he enjoys no benefit to the detriment 
of the general creditors. 

Creditors may act through attorneys or proxies — ^not neces- 
sarily attorneys at law — ^by giving them sworn powers of at- 
torney (Form No. 20). A creditor who holds several claims by 
assignment is entitled to one vote only, but an attorney may 
cast a separate vote for each creditor he represents. 

32. Filing claims. — The right to vote is incidental merely to 
the administration of the estate. The final object of the credi- 
tor is to get his fair share of the bankrupt's estate when it is 
being distributed. It is very important, then, that each credi- 
tor present his claim in an orderly manner and that the ques- 
tion of whether a claim is entitled to share with others in the 
distribution of the estate be settled to the satisfaction of all 
parties or by competent judicial authority (57, a). The claims 
are made out on the official forms prescribed by the General 
Orders in Bankruptcy of the Supreme Court and are sworn to 
(Forms Nos. 31 to 36). The proof of claim, as the instrument is 
called, is filed with the referee, usually before the first meet- 
ing of creditors (G. 0. XXI). Claims may not be filed subse- 
quent to one year after the adjudication, or if they are deter- 
mined by judgment rendered within thirty days before or after 
one year from the adjudication, then within sixty days after the 
judgment has been rendered (57, n). If a debt has been sched- 
uled, but the proof of claim has not been filed within the period 
prescribed, the creditor loses all chance of recovering when the 
debtor is discharged in bankruptcy. 

33. Form and contents of proof of claim. — Section 57 of the 
National Bankruptcy Act is one of the most important sections 
of the Act for the creditors of a bankrupt to study. It pro- 
vides that "proof of claims shall consist of a statement under 
oath, in writing, signed by a creditor, setting forth the claim, 
the consideration therefor, and whether any, and if so what, se- 
curities are held therefor, and whether any, and, if so, what pay- 
ments have been made thereon, and that the sum claimed is 
justly owing from the bankrupt to the creditor." ^ 

When claims are founded on instruments in writing the lat- 
ter must be attached to the proof of claim. If the writing is 
1 See Forms Nos. 31 to 36, inclusive. 
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lost or destroyed all the circumstances must be stated (57, b). 
After the claim is allowed a copy may be substituted for the 
original. Judgments obtained on claims should be described. 

All items of indebtedness should be set out in detail. It is 
bad practice, and may lead to difficulty when the proof of claim 
is being considered for allowance, to lump items into an account 
stated. Even where a negotiable instrument is the basis of a 
claim, the consideration given for it should be stated. 

Priority claims are filed in the same way as general claims, 
but it is usual to state the reasons why priority will be claimed 
under Section 64 of the Act. 

34. Who signs the proof of claim. — The proof of claim must 
be signed and sworn to by the claimant himself except where, 
for good cause shown, an agent may verify the proof, in which 
latter case the affidavit must state clearly why the claimant can- 
not sign (G. 0. XXI, 1). Partnership proofs are signed by one 
of the members of the firm and corporate proofs must be sworn 
to by the treasurer, or if there be none, by the person perform- 
ing the duties generally assigned to him (G. 0. XXI, 1). "Who- 
ever signs for the corporation should merely sign his own name 
and give his individual oath. The oath may be taken by a ref- 
eree or any officer, such as a notary public or a commissioner of 
deeds, empowered by the federal courts or state laws to admin- 
ister oaths. 

35. Assignments of claims. — Claims may be assigned at any 
time.^ If the assignment takes place before the petition is filed, 
the assignee executes the proof of claim in his own name. If 
the assignment takes place before the proof is filed but after the 
bankruptcy proceedings have been begun, the assignee's affidavit 
must be accompanied by one from the original owner who must 
state the true consideration received and describe the security, 
if any (G. 0. XXI, 3). Piled claims may be assigned by filing 
the assignment, but the referee is bound to give the original 
claimant ten days in which to deny the validity of the assign- 
ment (G. 0. XXI, 3). 

36. Interest on claims. — Where a claim is entitled to interest 
the amount should be computed by the claimant and included 



1 Claims for damages in tort eases, of course, generally cannot be as- 
signed though a judgment recovered on such claim may be assigned. The 
judgment turns the tort claim into a contract claim. 
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in the proof of claim, else the interest may not be allowed. In- 
terest stops at the date of filing the petition and if a claim is 
due after this date, interest from the date of filing the petition 
to the due date of the claim must be subtracted from the amount 
of the claim (63, a, 1). 

37. Proof of claim by contingent creditors. — Suppose a per- 
son has endorsed the bankrupt's note. His liability is secondary 
to that of the bankrupt. In all of such cases, whether the con- 
tingent liability be that of surety, guarantor or endorser, the 
person secondarily or contingently liable may prove the debt in 
the name of the creditor, if the latter himself does not present 
and prove the claim, and if the creditor is unknown then he 
may prove it in his own name (G. 0. XXI, 4). 

38. Valid, provable and allowable claims. — Before a creditor 
may participate in any of the bankruptcy transactions, except 
to examine the bankrupt as an aid in proving his claim, the 
claim must be shown to be valid, must be proved and allowed 
(56). Since frequently there is confusion as to the meaning of 
these terms it may be well to consider them separately. 

39. Valid claims. — ^A claim has no standing at all unless it is 
valid under the general rules of law. Claims barred by the 
statute of limitations are not valid. Again a claim may be made 
without foundation in law, as, for example, where a claim is 
made against a father for some wrong-doing of his son. 

40. Provable claims. — Granted that a claim is valid, that is, 
that a judgment could be recovered on it in an ordinary suit at 
law, for that, after all, is the true test of validity ; may the claim- 
be proved ? The answer to that question depends entirely on the 
Bankruptcy Act, for that act states what claims may be proved 
(63). The general purpose of the Act is to deal with debts aris- 
ing in the ordinary course of business. These include all con- 
tract debts, taxes and the like. Unliquidated contract claims, 
such as those of a debtor or lawyer for service, may be proved, 
but the exact amount must be fixed before the claim can be al- 
lowed. Liquidation takes place in such manner as the court 
may direct (63, b). Claims arising before, but payable after 
the petition is filed, are provable. Claims wholly arising after 
adjudication are not affected in any way by the bankruptcy pro- 
ceedings and therefore are not provable. 

Tort claims, such as those for negligence, slander or trespass. 
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are not provable. If a claim sounds both in contract and in 
tort and the claimant has the right of election he may, of course, 
claim under contract and prove his claim. Such torts are those 
that result in the unjust enrichment of the tort feasor. An 
example is conversion of goods, where the plaintiff may sue in 
tort for all damages sustained or may sue in assumpsit, that is, 
for breach of the contract expressed or implied to return the 
goods to the rightful owner. 

It is generally held that rent due or accrued before the peti- 
tion is filed is provable ; rent due after the petition is filed may 
not be used as a claim against the estate unless the trustee elects 
to treat the lease as an asset of the estate. 

However, as we shall see, judgments recovered against the 
bankrupt for fraud or deceit are not barred by the discharge 
of the bankrupt (17, 4), and the claims arising therefrom are 
provable. If the dividends received by the creditor are insuf- 
ficient to pay these debts, the creditor may collect the deficiency 
after the discharge of the bankrupt. 

Damages for breach of contract of sale or employment are 
provable claims, if they may be made the basis of an action be- 
fore the petition is filed. 

In actions where the bankrupt was a plaintiff and the trustee 
refuses to continue the case, the costs may be proved against the 
estate. And the costs of actions brought in good faith by a cred- 
itor to recover a provable debt and taxed before the filing of the 
petition are provable. 

41. Allowable claims. — The creditor, we may now assume, has 
jumped two hurdles ; he has established the validity of his claim 
and he has proved it. It now remains to have the claim allowed 
(57, d) . Certain forms of provable claims will not be allowed by 
the referee. In every instance where claims are brought for- 
ward to be proved, objections may be made against their allow- 
ance, and the law provides (57, f) that the objections shall be 
heard and determined as soon as the convenience of the court 
and the best interests of the estate and of the claimants will per- 
mit. There are two classes of provable claims that the referee 
will not allow. Secured claims will be allowed only to the extent 
of the difference between the amount of the claim and the value 
of the bankrupt's property securing the elaim^ (57, e). If, in 

1 As to method of determining the value of securities, see National Bank- 
ruptcy Act (57, h). 
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proving his claim, the creditor fails to mention the security he 
will be deemed to have elected to prove his claim as unsecured. 
But the court has power to permit the creditor to amend his 
proof. The second class of provable claims that will not be al- 
lowed is considered in the next section. 

42. Claims of creditors who have received a preference. — 
Where a bankrupt, within four months of the filing of the peti- 
tion and while insolvent, transfers any of his property to pay a 
debt theretofore incurred, the creditor receiving the transfer has 
been preferred. As we shall see later, if it can be established 
that the creditor knew he was being preferred, he may be com- 
pelled by the trustee to surrender the preference and his claim 
will not be allowed till he has surrendered the preference (57, j). 
If he does this willingly or unwillingly his claim may then be 
allowed. 

The law provides that claims that have been allowed may be 
reconsidered for good cause and may be reallowed or may be 
rejected in whole or in part (57, k). 

43. The bankrupt's property which will pass to the trustee. — 
Section 70 of the National Bankruptcy Act describes the prop- 
erty which will pass to the trustee for the benefit of the creditors. 

(1) Documents relating to his property. Notice that this gives 
the trustee title and control of all the bankrupt's books and 
other documents and not merely the right to inspect them. 

(2) Interests in patents, patent rights, copyrights, and trade 
marks. The trustee gets title to patents which have been granted 
but not to rights in patents applied for. 

(3) Powers which the bankrupt might have exercised for his 
own benefit, but not those which he might have exercised for 
some other person. Thus if the bankrupt has the right to nomi- 
nate who shall take A's property upon the death of B, the trus- 
tee does not get the power to make the nomination. 

(4) Property transferred by the bankrupt in fraud of credi- 
tors. This applies to all property thus transferred, whether 
within the four months period or not. The trustee merely 
brings an appropriate action to recover the property or its value 
from any one who has received it. But the equitable rule, that 
a bona fide purchaser of the property who has no notice of the 
fraud gets an untainted title, holds good here. 
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(5) Property which, prior to the filing of the petition, the 
bankrupt could by any means have transferred or which might 
have been levied upon and sold under judicial process as the 
bankrupt's. This is the last and broadest class of property right 
passing to the trustee. It includes property which ordinarily 
is not saleable as, for example, a seat in the stock exchange. Un- 
paid stock subscriptions of a bankrupt corporation belong to the 
trustee, and he may issue the call and then bring an action for 
them. Inchoate rights such as those of dower or curtesy do not 
pass. 

(6) Rights of action arising upon contract or from the unlaw- 
ful taking or detention of, or injury to, the bankrupt's property. 
This does not include rights of action for injury to the person 
of the bankrupt, such as rights growing out of personal in- 
juries, slander or libel. 

44. Leaseholds. — The bankruptcy of ajtenant doe_s not neces-"*! 
sarily terminate a lease. Nor does the bankruptcy of the land- 
lord. In the latter ^ase, the right to collect rents passes to the 
trustee. The trustee of a tenant has a reasonable time to decide 
whether he will accept or reject the lease. If he rejects the lease 
the estate will not be liable for rent, but merely for the reason- 
able value of the occupation while the trustee is deciding. 

45. Life insurance policies. — What title does the trustee get to 
the bankrupt 's insurance policy ? Section 70 provides ' ' that when 
any bankrupt shall have any insurance policy which has a cash 
surrender value payable to himself, his estate, or personal rep- 
resentatives, he may, within thirty days after the cash surrender 
value has been ascertained and stated to the trustee by the com- 
pany issuing the same, pay or secure to the trustee the sumf 
so ascertained and stated, and continue to hold, own and carry 
such policy free from the claims of the creditors participating 
in the distribution of his estate under the bankruptcy proceed- 
ings, otherwise the policy shall pass to the trustee as assets." It 
has been held by the courts that the trustee gets the title to any 
policy which the bankrupt held absolutely, contingently or con- 
ditionally, subject to this right of redemption vested by the 
Bankruptcy Act in the bankrupt and subject to the exemption 
laws of the several states. Thus if a policy made out to the 
bankrupt's wife gives the bankrupt the right to change the bene- 
ficiary, the trustee will get the title to the policy and the bank- 
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rupt may be compelled to execute such assignments as may be 
necessary. It has been held that the trustee may pay premiums 
out of the estate in order to preserve policies for the benefit of 
the estate. 

46. Exemptions. — The Bankruptcy Act gives the bankrupt the 
personal right to claim the exemption to which he is entitled by 
the state laws (6). As to such property, if the exemption is al- 
lowed by the court, title does not pass to the trustee, though he 
is entitled to take possession and to hold it a reasonable time to 
determine what part of the entire property shall be set aside as 
exempt (47, a, 61). What property is exempt is to be deter- 
mined as of the time of the adjudication. Thus if a larger ex- 
emption is given for a married man than for a bachelor, the 
marriage of the bachelor before the adjudication bT:.t after the 
filing of the petition will entitle him to the larger exemption. 
Exemption may be waived. 

47. Property in foreign lands. — Since the United States courts 
have jurisdiction only within the territory of the United States, 
property in foreign lands will not automatically be vested in the 
trustee by virtue of an adjudication in bankruptcy. But to over- 
come this difficulty, the Bankruptcy Act provides (7, 5) that 
the bankrupt may be compelled to execute to his trustee trans- 
fers of all his property in foreign countries. 

48. When title is transferred. — Since the trustee is not ap- 
pointed till after the adjudication, title to the bankrupt's prop- 
erty vests in the trustee when he qualifies but then relates back 
to the date of adjudication. Between the date of the filing of 
the petition and the adjudication the property belongs to the 
bankrupt to the extent that he may protect it generally. The 
bankrupt may use it as he sees fit, except that he may not give it 
away nor use it to give preferences. Since suits against the 
bankrupt are stayed by virtue of the filing of a certificate, liens 
cannot be acquired through legal proceedings after the filing of 
the petition.^ 

1 Under the Bankruptcy Act of 1867 the title of the trustee related back 
to the filing of the petition. If, under that law, a petition was filed 
against a business man it drove him out of business, since any dealings 
had in his property after the filing of a certificate were void, since the 
title to the property might subsequently be determined to have been not 
in the bankrupt but in the trustee. The law of 1898 avoids this diifieulty 
by leaving the dominion over the property in the hands of the bankrupt 
till adjudication. Moreover, the creditors are protected by section 69, 
which gives the creditors the right to have the property seized by a mar- 
shal if necessary. That officer is given limited power to continue and to 
conduct the business. 
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49. Title to property acquired by bankrupt after filing of the 
petition. — If, after the filing of the petition and the final adjudi- 
cation, the bankrupt purchase property with the proceeds of 
other property owned by him at the time of the filing, such new 
property will pass to the trustee, since the original property be- 
longed to the creditors, and whatever was bought with it in 
equity belongs to the creditors. If, however, the new property 
was bought on credit after the filing of the petition, it will be- 
long to the bankrupt, and his debt thereon will not be provable 
by the creditor nor will it be discharged. If the new property 
was paid for partly with the bankrupt's property and partly 
with his credit, the creditors will have a lien on the property to 
the extent of the value of the property or money used in pur- 
chasing the new property. Property acquired by way of gift 
after the filing of the petition belongs wholly to the bankrupt. 
All of these rules can be worked out from a careful reading of 
Section 70 of the Act and especially of clause 5. 

Property acquired after the adjudication, of course, belongs 
to the bankrupt. 

50. Nature of trustee's interest in bankrupt's property. — The 
subject of the nature of the trustee's title is of great importance. 
Unfortunately it is somewhat shrouded in legal technicalities, 
and the average business man, even the credit man who is most 
apt to desire information along this line, will find the subject 
difficult to grasp. A simple exposition of the subject, we believe, 
is possible, and the earnest reader should find it a not in- 
superable obstacle to a complete understanding of the law.^ 

The general rule is that the trustee stands in the bankrupt's 
shoes, and therefore takes whatever title the bankrupt had. To 
this must be added the rule that the trustee represents the cred- 
itors and also has whatever rights they would have, had there 
been no bankruptcy law. If, then, the bankrupt, without com- 
mitting fraud and before the beginning of the four months 
period, has given valid and binding liens which would ordi- 
narily be valid as against subsequent creditors, the trustee takes 
the property subject to such liens. 

But the bankruptcy law mentions several exceptions to this 
rule and we shall take these exceptions up separately. 

1 The reader is urged to make a specially careful study of the problems 
proposed in Part IV of this book bearing on this part of the text. See 
Problems in Section VII. 
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51. Voidable preferences. — The trustee may get a better inter- 
est than the bankrupt had by virtue of Section 60 of the Na- 
tional Bankruptcy Act giving the trustee the right to set aside 
preferences. If the bankrupt were solvent or insolvent and had 
transferred his property to pay a debt he owed or had permitted 
a judgment to be entered, certainly he would have to abide by 
the results of his acts as they affected the title to his property. 
But the trustee will not be bound by these acts if they constitute 
preferences described by the Bankruptcy Act. First determine 
whether a bankrupt has preferred one of his creditors,^ and then 
it will be clear that under Section 60, b, of the National Bank- 
ruptcy Act, the trustee will have rights to the property affected 
by the preference greater than the bankrupt himself had be- 
fore the adjudication. 

52. Dissolution of liens secured iy legal proceedings. — The 
second exception to the rule that the trustee stands in the bank- 
rupt's shoes in respect to the title to the bankrupt's property is 
provided by Section 67, clause f, of the National Bankruptcy 
Act, which provides that all liens secured by legal proceedings 
upon the property of the bankrupt within four months of the 
filing of the petition are dissolved if at the time the lien was 
secured the bankrupt was insolvent.^ 

53. Secret liens avoided. — Under the Act as it stood previous 
to the Amendment of 1910 it was possible to have a situation 
like this. A gave a mortgage to B five years before A became 
bankrupt. B never recorded his mortgage. Now this mortgage 
ordinarily would be good as against anybody who knew about 
it, and of course would be binding on A. But if B could assert 
his claim against A's property as a prior claim to that of the 
creditors who all along had given credit to A on the supposi- 
tion that his property was unencumbered, the creditors would 
be injured — for the benefit or advantage of B, who, fraudulently 
or not fraudulently, was a party to the transaction and who 
could have protected his own rights by recording the mortgage ; 
at the same time, by giving the world constructive notice of his 
lien, B would have enabled the creditors to judge fairly of A's 

1 Read carefully Section 60, clause a of the Act. 

2 Notice that Section 67, f , seems to be opposed and antagonistic to 
clause c of the same section, where it is said that the creditors must have 
had knowledge of the insolvency or cause to believe the bankrupt was in- 
solvent. Clause f is broader and has been held by the courts to govern. 
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credit standing. It would seem fair that in a situation like this 
another exception should be made to the general rule that the 
trustee stands in the bankrupt's shoes in respect to the title to 
property of the bankrupt. For if the trustee must stand aside 
and permit B to assert his unrecorded lien, the creditors will be 
injured. Under the law as it stood prior to 1910 such injury 
was, indeed, often worked upon the creditors. But the difficulty 
has been remedied by part (2) of clause a, Section 47, and the 
trustee is now empowered generally to protect the creditors. 

54. Fraudulent transfers. — Another exception to the rule that 
the trustee stands in the bankrupt's shoes in respect to the title 
to the latter 's property is that arising out of the rule that the 
trustee may avoid fraudulent transfers (70, a, and 70, e). Under 
these provisions of the Act fraudulent transfers may be set aside 
even if they occurred before the four months period. The fact 
is that the fraudulent acts here referred to were made fraudu- 
lent by an old statute passed in the reign of Queen Elizabeth 
and generally accepted or re-enacted in the States of the Union.^ 
But to set aside such old transfers as occurred before the four 
months period it must be shown that the transferee partici- 
pated in the fraudulent intent. 

Under Section 67, e, any transfer or placing of incumbrance 
within four months of the filing of the petition with the intent 
and purpose to hinder, delay or defraud the creditors in the 
enforcement of their rights is void. 

55. Set-offs. — In connection with voidable preferences and 
voidable transfers it is wise to consider the subject of set-offs 
and counter-claims mentioned in Section 68 of the Act. "In all 
cases of mutual debts or mutual credits between the estate and 
a bankrupt and a creditor, the account shall be stated and one 
debt shall be set off against the other, and the balance only shall 
be allowed or paid. ' ' Under this rule a debt payable in the fu- 
ture may be set off against one payable at present. To be sure, 
this applies only to the time of payment. Debts which did not 
arise at all before the filing of the petition cannot be used against 
each other or against those that did arise before such date. A 
separate debt cannot be set off against a joint debt unless they 
have grown out of circumstances establishing that a joint credit 
had been given on account of a separate debt. And a debt due 

1 Problems in Part IV, Section IV, a. 
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to a person as guardian or trustee cannot be set off against a 
debt owing by him individually. And since unpaid subscrip- 
tions to the capital stock of a company are generally regarded 
as impressed with a trust for the benefit of the company's credi- 
tors, it has been held that a creditor cannot prove his claim 
against a bankrupt corporation till he has fully paid his sub- 
scription. Moreover, where the same persons are members of 
separate firms doing business under different names, a person 
cannot use a credit with one firm against a debt due to the other 
unless he knew the firms consisted of the same persons and had 
dealt with them generally on that basis. 

A claim to be used as a set-off must be a provable debt and 
may be used although it has not been proved. 

Claims bought for the purpose of set-off will not be allowed 
to be used for that purpose (68, b). 

If a creditor has been preferred and afterwards gives the 
debtor further credit in good faith without security of any kind, 
for property which becomes a part of the debtor's estate, the 
amount of such new credit unpaid at the time of the adjudication 
in bankruptcy may be used as a set-off against the amount 
which otherwise would be due from the creditor (60, c). 

56. Bights of trustee in managing the bankrupt estate. — The 
trustee has the same power to protect the bankrupt's estate as 
the bankrupt would have if he had remained solvent. He may 
continue suits brought by the bankrupt, and may defend suits 
brought against him (11, b and c). He may plead the statute 
of limitations or the statute of frauds, or illegality of contracts, 
or usury; he may plead payment, or accord and satisfaction. 
He may redeem mortgaged property (G. 0. XXVIII) and gen- 
erally do all such things as the bankrupt might do. 

57. Duties of trustee. — The trustee is absolute owner of the 
property passed to him by virtue of the Bankruptcy Act. He 
must reduce his ownership to possession and must defend his 
rights. He must account for interest paid to him (47, a, 1) and 
while the Bankruptcy Act does not provide for temporary in- 
vestment of the funds received, he would be liable for interest 
on any considerable sum of money collected by him and not de- 
posited within a reasonable time without good cause. In fact, 
he has all the duties prescribed by Section 47 of the National 
Bankruptcy Act, which the reader is urged to study. He must 
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collect the property and close up the estate ; deposit moneys in 
an appointed depository (61) and disburse moneys only by check 
or draft (6. 0. XXIX); -he must furnish information when 
requested by parties in interest, must keep regular accounts and 
must at the very outset prepare an inventory, make regular re- 
jiorts to the 'court as provided by the statute, and prepare and 
file with the court within fifteen days of the final meeting of 
creditors a final report;^ he must pay dividends and set aside 
the bankrupt's exemptions.^ 

58. Appraisal of Assets. — In order to give the creditors a fair 
idea of what the assets ought to bring when sold, three appraisers 
are appointed (70, b). If the appointment is necessary before 
the adjudication, the judge makes the appointment — otherwise 
the referee selects the appraisers. Business men acquainted with 
values in the business should be selected; their oaths compel 
them to act impartially and to give an unbiased opinion (See 
Form No. 13). The appraisers, indeed, should not be related in 
any way to any of the parties, else their appraisal may be sus- 
pected of being unduly influenced. Each piece of property 
must be appraised by three appraisers, though where property 
is located in different places or may be grouped into lots of very 
dissimilar character each lot need not be appraised by the same 
three men who appraise the other lots. All questions bearing 
on value should be taken into account, such as the quality, 
kind and style of the stock, the season, the general demand and 
the availability of the goods to fill the ordinary demands made 
for similar goods. Appraisals need not be made firm, but may 
be made in the alternative, as, for example, one sum for piece- 
meal sale and another for bulk, or one sum for the property 
and another if the property is taken together with the business 
as a going concern. Appraisers must file their report with the 
court. 

59. Conversion of assets into cash. — The trustee is required 
to return the assets into cash for easier distribution to the cred- 
itors. The sale may be made before adjudication, if necessary, 
to preserve the estate, but ordinarily ten days' notice must be 
given to all creditors scheduled or who have filed claims. The 
sale must be public unless the court gives permission for a pri- 

1 See Forms 49 and 50. 

2 Read besides Sections 47 and 70 of the National Bankruptcy Act, Gen- 
eral Orders No. XVII. 
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ivate sale. The trustee conveys title to the purchaser, but the 
sale is not complete till confirmed by the court. For any irreg- 
ularity the sale may be set aside. It is probable that if deferred 
payments are properly secured and they do not unduly prolong 
the winding up of the estate they may, in a proper case, be ac- 
cepted in lieu of cash (70, b and c; G. 0. XVIII). 

The trustee is not required to take charge of or to sell prop- 
erty that is so heavily encumbered with valid liens that the sale 
can realize nothing for the unsecured creditors. The court or 
referee may order property sold free from liens, the liens being 
transferred from the property itself to the proceeds of the sale, 
but this should be done only when it appears that by so doing 
the creditors will gain. 

While the bankrupt may be a bidder at the sale, neither the 
trustee, the receiver, the referee nor the appraiser may bid. 

The rules pertaining to the sale of property should be care- 
fully followed in order to convey clear title to the purchaser, 
especially in the case of real estate. 

60. Discovery of assets. — One of the great advantages of the 
present Bankruptcy Act is that it gives the creditors ample 
means to discover the bankrupt's assets. The examination is 
generally conducted by the trustee, but the creditors may par- 
ticipate, and frequently the examination is begun before the 
trustee is elected or even before adjudication. The examina- 
tion provided for in Section 7, clause 9, and in Section 21, may 
be made very searching. Moreover, the court may direct "any 
person" to come in and give evidence. The examination is con- 
ducted in a more unrestricted way than is the examination of 
witnesses in an ordinary jury trial. The witnesses may be re- 
quired to bring papers and documents necessary to throw light 
on the subjects under inquiry. Frequently evidence is brought 
out which may be used in subsequent suits intended to set aside 
transfers or in other ways to collect and conserve the estate's 
property. 

61. Distrihution of the estate. — As we saw at the outset, one 
of the purposes of the Bankruptcy Act is to distribute the bank- 
rupt 's property among his creditors. The Act divides creditors 
into different classes and says that each class shall be paid in 
full before the next class may participate (64). If any class 
cannot be paid in full, the amount available for that class is 
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divided among the creditors in proportion to their claims. The 
first claims to be paid are the costs of administering the bank- 
rupt estate (64, b) ; then come taxes (64, a)^, and then wages, 
then priorities provided by the state laws and finally the general 
creditors. Priorities generally are determined from the nature 
of the transaction originating the claim and are usually not lost 
by conversion into a judgment or a note or by assignment. 

62. Costs of administering the estate. — Section 64, b, states 
how the costs and expenses are to be paid. First comes the ac- 
tual and necessary cost of preserving the property; then the 
filing fees of petitioning creditors and the expenses of the credi- 
tors in a successful suit to recover the bankrupt's property for 
the benefit of the estate; finally come the "cost of administra- 
tion," which includes the fees of all the ofScers involved in the 
regular proceedings and the costs and expenses they have prop- 
erly incurred for the benefit of the estate. Creditors and the 
bankrupt can ask for reimbursement for the fees of one attorney 
each only. The schedule of officers' fees is fixed by the Act and 
it is provided in Section 72 "that neither the referee, receiver, 
marshal nor trustee shall in any form or guise receive, nor shall 
the court allow him, any other or further compensation for his 
services than that expressly authorized and prescribed in this 
Act." 

63. Taxes. — The state, of course, is not required to file a proof 
of claim for taxes. It is the duty of the trustee to make a search 
for all taxes of every kind and description and to pay them even 
if they exhaust the estate and even if the property on which 
they were levied does not become a part of the estate. If a per- 
son who has a claim against any of the property pays the taxes 
to protect his interest in the property he will be subrogated to 
the position of the state and will have the same claim in respect 
thereto in the distribution of the estate as the state would have 
had if the taxes had remained unpaid. 

64. Wages due to workmen, clerks, travelling or city salesmen 
or servants. — The claims of these people constitute the next class 
given priority by the act. No claim may exceed three hundred 
dollars, and no claim will be entered unless earned within three 

1 Notice that the statute says that taxes shall be paid "in advance of 
the payment of dividends to creditors." Costs are not dividends to 
creditors. 
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months before the date of the commeneement of proceedings. 
Frequently difSculty arises as to whether a person falls within 
one of the groups of employees enumerated. These words must 
be applied as they are generally used in every-day speech ; the 
nature of the employee's services rendered will determine his 
status. 

65. Priorities undef laws of the states or of the United States. 
— Such debts are likely to be priorities for rent due, for debts due 
to beneficiaries under a trust in which the bankrupt was trustee, 
debts due for' furnishing materials for manufacturing concerns 
and the like. The purpose of the Act is to give as much effect 
as possible to those state and federal laws which impliedly were 
in the minds of the bankrupt and his creditors when they entered 
into their contractual relations. Where priority is given both 
by state laws and by the Bankruptcy Act, the latter governs. 

66. General creditors. — If anything is left after paying the 
priority creditors in full, it is divided among the general credi- 
tors in proportion to their claims. If, as may possibly happen, 
the estate realizes more than all claims, the surplus goes to the 
bankrupt (66, b). 

67. Dividends, how paid. — ^Written notice must be given the 
creditors at least ten days before the declaration and payment 
of dividends. The times at which and the manner in which 
dividends shall be paid are regulated by Section 65 of the Na- 
tional Bankruptcy Act, the provisions of which should be read 
carefully. 

Dividends unclaimed for six months must be paid into court, 
and when unclaimed for a year go to the creditors whose claims 
have been allowed but have not been paid in full (66). 

68. Compositions. — ^A beneficent feature of the Bankruptcy 
Act is the provision for composition, by which is meant that un- 
der the rules laid down an agreement may be made whereby, 
upon payment of a stipulated sum, the bankrupt may redeem 
his property, the case may be dismissed and the bankrupt dis- 
charged from his debts (12). Such a composition not only saves 
trouble and time in the administration of the. estate but saves 
expense, since some of the officers' fees are cut in half (40, a, 
and 48, a and e) . 

Under the Amendment of 1910, compositions may take place 
after the petition has been filed and even before adjudication. 
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In any event, the bankrupt cannot offer terms of composition be- 
fore he has been examined in open court by his creditors, and 
has filed his schedules (12) . They must be given an opportunity 
to find out whether the terms of composition offered are fair 
considering the probable size of the estate, the probable difficulty 
of administering it and the cost of collecting and selling the 
property and of distributing the proceeds.^ 

Ten days ' notice in writing is given to all creditors of a spe- 
cial meeting to be held for the purpose of presenting the compo- 
sitions. If the offer is accepted by a majority in number and 
amount of creditors a petition is filed for the confirmations of 
the composition by the court.^ The bankrupt must also deposit 
sufficient money to pay the costs and the priority claims as well 
as the consideration — ^which may be money or other valuable 
thing agreed upon — in the regularly designated depository. Ten 
days' notice by mail, unless waived, must be given to all cred- 
itors of the hearing on the petition. 

69. Opposition to confirmation of composition. — Three grounds 
are specified in the Act for opposition to the confirmation of 
the composition (12, d). Any of these grounds may be set up 
by any creditor as an objection to the confirmation of the com- 
position if he enters his appearance on the day set for the hear- 
ing and thereafter within ten days files a written statement of 
the grounds of his objection (G. 0. XXXII) . If it can be shown 
that more would likely be obtained by the creditors if the estate 
were regularly administered, the court may deny confirmation 
(12, d, 1) . Since confirmation entails the discharge of the bank- 
rupt from his debts, the petition will be denied if the bankrupt 
has committed an act which bars him from discharge (12, d, 2). 
Finally, if there has been any fraud, such as connivance between 
favored creditors and the bankrupt — that is, if it can be shown 
that the composition was not made in good faith — the judge may 
deny the petition (12, d, 3). If the petition is denied, the pro- 
ceedings go forward as if the application had never been made. 
If the petition is granted (70, f ) an order is entered confirming 
the composition and another order is also entered directing the 
distribution of the moneys and consideration deposited (Forms 

1 Read carefully Section 12 and study forms 60-63, inclusive. 

2 The "court" in this ease means the judge, not the referee (G. O. 
XII, 3.) 
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62 and 63). Confirmation may be set aside by the court for 
fraud at any time within six months (13). 

70. Closing of estate. — If the composition is confirmed all pro- 
ceedings are at an end. If, however, there has been no compo- 
sition, but the case has progressed through to distribution of the 
estate in dividends to the general creditors, certain formalities 
are necessary to wind up the administration. After the trustee 
has closed up all litigation and has distributed all the dividends 
exhausting the estate and has paid the necessary expenses, he 
files his final report (47, a, 8). The creditors are given ten days' 
notice of the final meeting, the report is approved and the trus- 
tee is discharged. The referee then certifies to the report and 
sends it to the District ' Court. The court may reopen closed 
cases where it appears that the administration has not been com- 
plete (2, 8). While no time is set for an application to reopen a 
case, it should be made with due diligence. 

71. Crimes and contempts. — Certain acts are made crimes by 
the Bankruptcy Act, and the court is given power to punish cer- 
tain acts of omission or commission as contempt of court. It is 
sufficient here to call attention to Sections 29 and 41, a. 

72. Discharge of bankrupt. — From the bankrupt's standpoint 
the most important part of the bankruptcy proceedings is the 
discharge. Any person may, after the expiration of one month 
and within the next twelve months subsequent to being adjudged 
a bankrupt, file an application for a discharge in the court in 
which the bankruptcy proceedings are pending (14). The 
court has power to extend the period six months (14, a). Un- 
less the bankrupt has committed one of the prohibited acts men- 
tioned in Section 14, b, he will be discharged from further lia- 
bility on all debts except those which, under the terms of the 
Act, are not affected by a discharge (17). 

The acts which prevent a discharge are enumerated as fol- 
lows (14 b) : 

The application for a discharge shall be granted unless the 
bankrupt has 

1. Committed an offense punishable by imprisonment as pro- 
vided herein (29). 

2. "With intent to conceal his financial condition, destroyed, 
concealed, or failed to keep books of account or records from 
which such conditions might be ascertained. 



PRINCIPLES 35 

3. Obtained money or property on credit upon a materially 
false statement in writing, made by him to any person or his 
representative for the purpose of obtaining credit from such 
person. 

4. At any time subsequent to the first day of the four months 
immediately preceding the filing of the petition transferred, re- 
moved, destroyed, or concealed, or permitted to be removed, de- 
stroyed, or concealed, any of his property, with intent to hinder, 
delay, or defraud his creditors. 

5. In voluntary proceedings been granted a discharge in bank- 
ruptcy within six years. 

6. In the course of the proceedings in bankruptcy refused to 
obey any lawful order of, or to answer any material question 
approved by, the court. 

All parties in interest, including all creditors and the trustee, 
are given a hearing, at which time the court will give the trustee 
or parties interested a reasonable opportunity to be fully heard, 
and will investigate the merits of the application (G. O. 
XXXII). 

Unless the prohibited acts are proven against the bankrupt he 
must be discharged; the Act leaves the court no discretion. 

At any time within a year the discharge may be revoked for 
fraud unknown to the creditors at the time but learned of by 
them in the meantime (15). 

73. Effect of discharge. — The discharge bars collection of all 
provable debts scheduled. It has no effect on any relations ex- 
cept those arising out of such debts. Thejdj^eha^ej_Jor exam^- 
plej_does_not_dissolve the relation of landlord and tenant. Cer- 
tain debts are not affected, however, and these are enumerated 
in Section 17. They include taxes ; liabilities for obtaining prop- 
erty by false pretences or false representation, or for wilful and 
malicious injuries to the person or property of another, or for 
alimony due or to become due, or for maintenance or support of 
wife or child, or for seduction of an unmarried female, or for 
criminal conversation; debts which have not been scheduled in 
time for proof and allowance, with the name of the creditor if 
known to the bankrupt, unless such creditor had notice or actual 
knowledge of the proceedings in bankruptcy, and debts created 
by fraud, embezzlement, misappropriation or defalcation while 
acting as an officer or in any fiduciary capacity. Any of the 
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debts of the bankrupt in this list remain an obligation of the 
bankrupt, and the holder of such claim may proceed against the 
bankrupt as though the bankruptcy proceedings had never taken 
place. 

Discharge in bankruptcy is a personal defense and does not 
help the bankrupt in an action on a barred debt unless it is 
pleaded by the bankrupt. 

74. Partnerships may he adjudged bankrupts. — Partnerships 
arising out of expressed contract may become voluntary and in- 
voluntary bankrupts (5, a). They are deemed to continue to 
exist for this purpose till their affairs are all settled up. In 
determining whether a partnership is insolvent, the excess of the 
individual partners' assets over their individual indebtedness 
must be deemed an asset of the firm. Generally, partners' sepa- 
rate estates are brought into the administration in bankruptcy 
of the firm property. 

75. Who may sign the petition. — In voluntary eases the peti- 
tion may be signed by any one partner even against the opposi- 
tion of the other members, who, of course, are permitted to 
defend the petition on the ground that the firm is not insolvent 
(G. 0. VIII). As to the defending partners, the proceeding is 
considered an involuntary bankruptcy, hence they must receive 
notice (see Form No. 2). 

While a creditor of the firm, being also a creditor of the mem- 
ber, may join as a creditor in petitioning an'individual member 
into bankruptcy, it is doubtful whether the creditor of an indi- 
vidual member can join in the petition for the firm's bankruptcy. 
Under the Act, at any rate (5, h), partnership property cannot 
be administered in the bankruptcy proceedings involving only 
one of the firm members without the consent of the solvent mem- 
bers. If the solvent members do not consent, the trustee, in the 
individual case, can merely demand an accounting to reach the 
insolvent's share in the partnership property. 

In actions against the partnership, the individual members 
may be declared bankrupts if insolvent and if they have joined 
in committing the act of bankruptcy or have individually com- 
mitted an act of bankruptcy. 

76. Schedules in partnership cases. — Since it is necessary to 
determine the solvency of the firm by adding to the assets the 
surplus assets of the several creditors, it is necessary for part- 
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ners to file schedules of their debts and assets, even though they 
are resisting the petition (G. 0. VIII), 

77. Trustee of partnership. — The trustee is elected by the 
partnership creditors in the same manner as is the trustee of 
an individual (5, b). Creditors of individuals have no right to 
vote. 

78. Marshaling assets. — The law gives the court power to mar- 
shal the assets, that is, to arrange and apportion them among all 
the creditors involved so that equity will result. Some of the 
rules that have been evolved may be reviewed briefly. 

If one member fraudulently transfers his interest in the firm 
to another partner, and the partners and the partnership are 
adjudged bankrupts, the property will be marshaled between 
firm and individual creditors as though no transfer had taken 
place. 

If a bankrupt is a member of two firms, the property of each 
firm must be so marshaled that the creditors of each firm shall 
be paid from the property of the firm of which they are respec- 
tively the creditors. But if there is a surplus after paying the 
individual debts, it must be distributed ratably among aU the 
creditors who have proved their claims and to whom the bank- 
rupt partner was liable either in a, bankrupt firm or any other 
firm. If the same partners conduct business in different places 
and under different firm names, the firms will be treated as one, 
and no notice will be taken of claims of one firm against another. 

79. Distribution to individual and partnership creditors. — 
The general rule of distribution is that stated in the Bankruptcy 
Act, Section 59. Firm creditors may prove their claims against 
the individual estates and individual creditors may prove their 
claims against the firm estate. And it has been held that if a 
firm is dissolved, having no assets, and afterwards the members 
of that firm form a new one, which becomes bankrupt, a creditor 
of the old firm is to be deemed a creditor of the new firm. 

Firm creditors have a first share in firm assets and then a 
share in the surplus of members' assets, and, vice versa, indi- 
viduals have the first share in the individual assets of their re- 
spective debtors and then share in the firm assets if there be any 
surplus after paying the firm creditors (5, f). 

"What assets belong to the individuals and what to the firm, 
and who are firm creditors and who individual creditors, are 
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questions to be decided after a consideration of all the facts as 
they point to the intentions of the parties. Although some of 
the older decided cases held that firm creditors might share with 
individual creditors when there was no living solvent partner 
and the firm was entirely without assets, the prevailing rule is 
that individual creditors share alone in the individual estate. 

Where a creditor holds the joint obligation of a firm, secured 
by the individual obligation of one or more members, he may 
prove his claim against both the firm and the individual estates. 
The creditor does not have to give up the security of the sepa- 
rate obligations, but may receive a dividend from both estates as 
long as he does not obtain more than the full amount of his claim. 

80. Liens and preferences. — The rule stated as to liens and 
preferences in the case of individual bankruptcies applies here. 
But liens and preferences given by the partnership or by the 
individual are not affected if the one giving the lien or prefer- 
ence is not bankrupt. For this purpose partnerships are to be 
considered as separate and distinct entities. 

81. Costs in bankruptcy cases. — The law provides that the ex- 
penses of administering the properties may be apportioned 
against the different estates as the court may determine (5, e). 
If a partnership is declared bankrupt, as we have seen, the indi- 
vidual properties are generally brought in for administration, 
but the partnership creditors elect the trustee, who, by virtue 
of his election, takes charge of the individual estates. The trus- 
tee, however, is required to keep separate accounts of the part- 
nership and of the individual property, and it is but just that 
the expenses be apportioned equitably in view of all the diffi- 
culties in administering the respective estates. 



THE LAW OF BANKRUPTCY 

PART II : BANKRUPTCY ACT AND GENERAL ORDERS 

ACT OP JULY 1, 1898, c. 541. 

[30 Statutes at Large, 544. J 

An Acj;/ro establish a uniform system of Bankruptcy 

THROUGHOUT THE UNITED STATES. 

Be it enacted iy the Senate and House of Representatives of 
the United States of America in Congress assembled: 

I. DEFINITIONS 

Section 1. Meaning of Words and Phrases. — a. The words 
and phrases used in this Act, and in proceedings pursuant 
thereto, shall, unless the same be inconsistent with the context, 
be construed as follows: (1) "A person against whom a peti- 
tion has been filed" shall include a person who has filed a vol- 
untary petition; (2) "adjudication" shall mean the date of the 
entry of a decree that the defendant, in a bankruptcy proceed- 
ing, is a bankrupt, or if such decree is appealed from, then the 
date when such decree is finally confirmed; (3) "appellate 
courts" shall include the circuit courts of appeals of the United 
States, the supreme courts of the Territories, and the Supreme 
Court of the United States; (4) "bankrupt" shall include a 
person against whom an involuntary petition or an application 
to set a composition aside or to revoke a discharge has been 
filed, or who has filed a voluntary petition, or who has been ad- 
judged a bankrupt; (5) "clerk" shall mean the clerk of a court 
of bankruptcy; (6) "corporations" shall mean all bodies having 
any of the powers and privileges of private corporations not pos- 
sessed by individuals or partnerships and shall include limited 
or other partnership associations organized under laws making 
the capital subscribed alone responsible for the debts of the asso- 
ciation; (7) "court" shall mean the court of bankruptcy in 
which the proceedings are pending, and may include the referee ; 
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(8) ''courts of bankruptcy" shall include the district courts of 
the United States and of the Territories, the supreme court of 
the District of Columbia, and the United States court of the 
Indian Territory, and of Alaska; (9) "creditor" shall include 
any one who owns a demand or claim provable in bankruptcy, 
and may include his duly authorized agent, attorney, or proxy ; 
(10) "date of bankruptcy" or "time of bankruptcy" or "com- 
mencement of proceedings," or "bankruptcy," with reference 
to time, shall mean the date when the petition was filed; (11) 
"debt" shall include any debt, demand, or claim provable in 
bankruptcy; (12) "discharge" shall mean the release of a bank- 
rupt from all of his debts which are provable in bankruptcy, 
except such as are excepted by this Act; (13) "document" shall 
include any book, deed, or instrument in writing; (14) "holi- 
day" shall include Christmas, the Fourth of July, the Twepty- 
second of February, and any day appointed by the President 
of the United States or of the Congress of the United States as 
a holiday or as a day of public fasting or thanksgiving; (15) a 
person shall be deemed insolvent within the provisions of this 
Act whenever the aggregate of his property, exclusive of any 
property which he may have conveyed, transferred, concealed, 
or removed, or permitted to be concealed or removed, with intent 
to defraud, hinder or delay his creditors, shall not, at a fair val- 
uation, be sufScient in. amount to pay his debts; (16) "judge" 
shall mean a judge of a court of bankruptcy, not including the 
referee; (17) "oath" shall include affirmation; (18) "officer" 
shall include clerk, marshal, receiver, referee, and trustee, and 
the imposing of a duty upon or the forbidding of an act by any 
officer shall include his successor and any person authorized by 
law to perform the duties of such officer; (19) "persons" shall 
include corporations, except where otherwise specified, and offi- 
cers, partnerships, and women, and when used with reference to 
the commission of acts which are herein forbidden shall include 
persons who are participants in the forbidden acts, and the 
agents, officers, and members of the board of directors or trus- 
tees, or other similar controlling bodies of corporations; (20) 
"petition" shall mean a paper filed in a court of bankruptcy 
or with a clerk or deputy clerk by a debtor praying for the 
benefits of this Act, or by creditors alleging the commission of 
an act of bankruptcy by a debtor therein named; (21) "ref- 
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eree ' ' shall mean the referee who has jurisdiction of the case, or 
to whom the case has been referred, or any one acting in his 
stead; (22) "conceal "shall include secrete, falsify, and mutilate; 
(23) "secured creditor" shall include a creditor who has se- 
curity for his debt upon the property of the bankrupt of a 
nature to be assignable under this Act, or who owns such a debt 
for which some indorser, surety, or other persons secondarily 
liable for the bankrupt has such security upon the bankrupt's 
assets; (24) "States" shall include the Territories, the Indian 
Territory, Alaska, and the District of Columbia; (25) "trans- 
fer" shall include the sale and every other and different mode 
of disposing or of parting with property, or the possession of 
property, absolutely or conditionally, as a payment, pledge, 
mortgage, gift, or security; (26) "trustee" shall include all 
of the trustees of an estate; (27) "wage-earner" shall mean an 
individual who works for wages, salary, or hire, at a rate of 
compensation not exceeding one thousand five hundred dollars 
per year; (28) words importing the masculine gender may be 
applied to and include corporations, partnerships, and women; 
(29) words importing the plural number may be applied to and 
mean only a single person or thing; (30) words importing the 
singular number may be applied to and mean several persons or 
things. 

II. CREATION OF COURTS OF BANKRUPTCY AND THEIR JURISDICTION. 

Sect. 2. That the courts of bankruptcy as hereinbefore de- 
fined, viz., the district courts of the United States in the sev- 
eral States, the supreme court of the District of Columbia, the 
district courts of the several Territories, and the United States 
courts in the Indian Territory and the District of Alaska, are 
hereby made courts of bankruptcy, and are hereby invested, 
within their respective territorial limits as now established, or 
as they may be hereafter changed, with such jurisdiction at law 
and in equity as will enable them to exercise original jurisdic- 
tion in bankruptcy proceedings, in vacation in chambers and 
during their respective terms, as they are now or may be here- 
after held, to (1) adjudge persons bankrupt who have had their 
principal place of business, resided or had their domicile within 
their respective territorial jurisdictions for the preceding six 
months, or the greater portion thereof, or who do not have their 
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principal place of business, reside or have their domicile within 
the United States, but have property within their jurisdictions, 
or who have been adjudged bankrupts by courts of competent 
jurisdiction without the United States and have property within 
their jurisdiction; (2) allow claims, disallow claims, reconsider 
allowed or disallowed claims, and allow or disallow them against 
bankrupt estates; (3) appoint receivers or the marshals, upon 
application of parties in interest, in case the courts shall find it 
absolutely necessary, for the preservation of estates, or take 
charge of the property of bankrupts after the filing of the peti- 
tion and until it is dismissed or the trustee is qualified ; (4) ar- 
raign, try, and punish bankrupts, offlcers, and other persons, 
and the agents, officers, members of the board of directors or 
trustees, or other similar controlling bodies, of corporations, for 
violations of this Act, in accordance with the laws of procedure 
of the United States now in force, or such as may be hereafter 
enacted, regulating trials for the alleged violation of laws of the 
United States; (5) authorize the business of bankrupts to be 
conducted for limited periods by receivers, the marshals, or trus- 
tees, if necessary in the best interests of the estates,^ and allow 
such officers additional compensation for such services, as pro- 
vided in section forty-eight of this Act; (6) bring in and sub- 
stitute additional persons or parties in proceedings in bank- 
ruptcy when necessary for the complete determination of a mat- 
ter in controversy; (7) cause the estates of bankrupts to be col- 
lected, reduced to money, and distributed, and determine 
controversies in relation thereto, except as herein otherwise pro- 
vided; (8) close estates, whenever it appears that they have 
been fully administered, by approving the final accounts and 
discharging the trustees, and reopen them whenever it appears 
they were closed before being fully administered; (9) confirm 
or reject compositions between debtors and their creditors, and 
set aside compositions and reinstate the cases; (10) consider 
and confirm, modify or overrule, or return, with instructions for 
further proceedings, records and findings certified to them by 
referees; (11) determine all claims of bankrupts to their ex- 
emptions; (12) discharge or refuse to discharge bankrupts and 

1 The following portion of this sentence was added by the Amendment 
of 1903, with the exception of the final clause, which was amended in 1910. 
The final clause in the former amendment read : "but not at a greater rate 
than in this Act allowed for similar services." 
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set aside discharges and reinstate the cases; (13) enforce obedi- 
ence by bankrupts, officers, and other persons to all lawful 
orders by fine or imprisonment or fine and imprisonment; (14) 
extradite bankrupts from their respective districts to other dis- 
tricts; (15) make such orders, issue such process, and enter 
such judgments in addition to those specifically provided for 
as may be necessary for the enforcement of the provisions of 
this Act; (16) punish persons for contempts committed before 
referees; (17) pursuant to the recommendation of creditors, or 
when they neglect to recommend the appointment of trustees, 
appoint trustees, and upon complaints of creditors, remove trus- 
tees for cause upon hearings and after notices to them; (18) 
tax costs, whenever they are allowed by law, and render judg- 
ments therefor against the unsuccessful party, or the successful 
party for cause, or in part against each of the parties, and 
against estates, in proceedings in bankruptcy; (19) transfer 
eases to other courts of bankruptcy^; and (20) exercise ancillary 
jurisdiction over persons or property within their respective ter- 
ritorial limits in aid of a receiver or trustee appointed in any 
bankruptcy proceedings pending in any other court of bank- 
ruptcy. 

Nothing in this section contained shall be construed to de- 
prive a court of bankruptcy of any power it would possess were 
certain specific powers not herein enumerated. 

III. BANKRUPTS. 

Sect. 3. Acts of Bankruptcy. — a. Acts of bankruptcy by 
a person shall consist of his having (1) conveyed, transferred, 
concealed, or removed, or permitted to be concealed or removed, 
any part of his property with intent to hinder, delay, or defraud 
his creditors, or any of them ; or (2) transferred, while insolvent, 
any portion of his property to one or more of his creditors 
with intent to prefer such creditors over his other creditors ; or 
(3) suffered or permitted, while insolvent, any creditor to ob- 
tain a preference through legal proceedings, and not having at 
least five days before a sale or final disposition of any property 
affected by such preference vacated or discharged such prefer- 

1 The succeeding portion of this sentence was added by the Amendment 
of 1910. 
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ence; or (4) made a general assignment for the benefit of his 
creditors,^ or, being insolvent, applied for a receiver or trustee 
for his property or because of insolvency a receiver or trustee 
has been put in charge of his property under the laws of a 
Statfe, of a Territory, or of the United States; or (5) admitted 
in writing his inability to pay his debts and his willingness to 
be adjudged a bankrupt on that ground. 

b. A petition may be filed against a person who is insolvent 
and who has committed an act of bankruptcy within four months 
after the commission of such act. Such time shall not expire 
until four months after (1) the date of the recording or regis- 
tering of the transfer or assignment when the act consists in 
having made a transfer of any of his property with intent to 
hinder, delay, or defraud his creditors or for the purpose of 
giving a preference as hereinbefore provided, or a general as- 
signment for the benefit of his creditors, if by law such record- 
ing or registering is required or permitted, or, if it is not, from 
the date when the beneficiary takes notorious, exclusive, or con- 
tinuous possession of the property unless the petitioning credi- 
tors have received actual notice of such transfer or assignment. 

c. It shall be a complete defense to any proceedings in bank- 
ruptcy instituted under the first subdivision of this section to 
allege and prove that the party proceeded against was not in- 
solvent as defined in this Act at the time of the filing the petition 
against him, and if solvency at such date is proved by the al- 
leged bankrupt the proceedings shall be dismissed, and under 
said subdivision one the burden of proving solvency shall be on 
the alleged bankrupt. 

d. Whenever a person against whom a petition has been filed 
as hereinbefore provided under the second and third subdi- 
visions of this section takes issue with and denies the allegation 
of his insolvency it shall be his duty to appear in court on the 
hearing, with his books, papers, and accounts, and submit to an 
examination, and give testimony as to all matters tending to 
establish solvency or insolvency, and in case of his failure to so 
attend and submit to examination the burden of proving his sol- 
vency shall rest upon him. 

e. "Whenever a petition is filed by any person for the purpose 

1 The succeeding portion of clause (4) was added by the Amendment 
of 1903. 
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of having another adjudged a bankrupt, and an application is 
made to take charge of and hold the property of the alleged 
bankrupt or any part of the same, prior to the adjudication and 
pending a hearing on the petition, the petitioner or applicant 
shall file in the same court a bond, with at least two good and 
sufficient sureties, who shall reside within the jurisdiction of 
said court, to be approved by the court or a judge thereof, in 
such sum as the court shall direct, conditioned for the payment, 
in case such petition is dismissed, to the respondent, his or her 
personal representatives, all costs, expenses, and damages oc- 
casioned by such seizure, taking, and detention of the property 
of the alleged bankrupt. 

If such petition be dismissed by the court or withdrawn by the 
petitioner, the respondent or respondents shall be allowed all 
costs, counsel fees, expenses, and damages occasioned by such 
seizure, taking, or detention of such property. Counsel fees, 
costs, expenses, and damages shall be fixed and allowed by the 
court, and paid by the obligors in such bond. 

Sect. 4. Who ^ay become Bankrupts. — a. Any person, ex- 
cept a municipal, railroad, insurance, or banking corporation, 
shall be entitled to, the benefits of this Act as a voluntary bank- 
rupt.^ 

6. Any natural person, except a wage-earner or a person en- 
gaged chiefly in farming or the tillage of the soil, any unincor- 
porated company,^ and any moneyed, business, or commercial 
corporation, except a municipal, railroad, insurance, or banking 
corporation, owing debts to the amount of one thousand dollars 
or over, may be adjudged an involuntary bankrupt upon default 
or an impartial trial, and shall be subject to the provisions and 
entitled to the benefits of this Act. 

The bankruptcy of a corporation shall not release its officers, 
directors, or stockholders, as such, from any liability under the 
laws of a State or Territory of the United States.* 

Sect. 5. Partners. — a. A partnership, during the continua- 



1 Until amended in 1910 the clause read: a. Any person who owes debts, 
except a corporation, shall be entitled to the benefits of this Act as a 
voluntary bankrupt. 

2 Before the Amendment of 1910, the succeeding portion of the para- 
graph read as follows: The word "mining" was inserted by the Amend- 
ment of 1910. 

3 The foregoing sentence was inserted by the Amendment of 1910. 
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tion of the partnership business, or after its dissolution and be- 
fore the final settlement thereof, may be adjudged a bankrupt. 
6. The creditors of the partnership shall appoint the trustee ; 
in other respects so far as possible the estate shall be adminis- 
tered as herein provided for other estates. 

c. The court of bankruptcy which has jurisdiction of one of 
the partners may have jurisdiction of aU the partners and of the 
administration of the partnership and individual property. 

d. The trustees shall keep separate accounts of the partner- 
ship property and of the property belonging to the individual 
partners. 

e. The expenses shall be paid from the partnership property 
and the individual property in such proportions as the court 
shall determine. 

/. The net proceeds of the partnership property shall be ap- 
propriated to the payment of the partnership debts, and the net 
proceeds of the individual estate of each partner to the pay- 
ment of his individual debts. Should any surplus remain of the 
property of any partner after paying his individual debts, such 
surplus shall be added to the partnership assets and be applied 
to the payment of the partnership debts. Should any surplus 
of the partnership property remain after paying the partnership 
debts, such surplus shall be added to the assets of the individual 
partners in the proportion of their respective interests in the 
partnership. 

g. The court may permit the proof of the claim of the part- 
nership estate against the individual estates, and vice versa, and 
may marshal the assets of the partnership estate and individual 
estates so as to prevent preferences and secure the equitable dis- 
tribution of the property of the several estates. 

h. In the event of one or more but not all of the members 
of a partnership being adjudged bankrupt, the partnership 
property shall not be administered in bankruptcy, unless by 
consent of the partner or partners not adjudged bankrupt ; but 
such partner or partners not adjudged bankrupt shall settle the 
partnership business as expeditiously as its nature will permit, 
and account for the interest of the partner or pa,rtners adjudged 
bankrupt. 

Sect. 6. Exemptions of Bankeupts. — a. This Act shall not 
affect the allowance to bankrupts of the exemptions which are 
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prescribed by the State laws in force at the time of the filing of 
the petition in the State wherein they have had their domicile for 
the six months or the greater portion thereof immediately pre- 
ceding the filing of the petition. 

Sect. 7. Duties of Bankeupts. — a. The bankrupt shall (1) 
attend the first meeting of his creditors, if directed by the court 
, or a judge thereof to do so, and the hearing upon his application 
for a discharge, if filed; (2) comply with all lawful orders of 
the court; (3) examine the correctness of all proofs of claims 
filed against his estate; (4) execute and deliver such papers as 
shall be ordered by the court; (5) execute to his trustee trans- 
fers of all his property in foreign countries; (6) immediately 
inform his trustee of any attempt, by his creditors or other per- 
sons, to evade the provisions of this Act coming to his knowl- 
edge; (7) in case of any person having to his knowledge proved 
a false claim against his estate, disclose that fact immediately 
to his trustee; (8) prepare, make oath to, and file in court 
within ten days, unless further time is granted, after the ad- 
judication, if an involuntary bankrupt, and with the petition if 
a voluntary bankrupt, a schedule of his property, showing the 
amount and kind of property, the location thereof, its money 
value in detail, and a list of his creditors, showing their resi- 
dences if known, if unknown, that fact to be stated, the amounts 
due each of them, the consideration thereof, the security held 
by them, if any, and a claim for such exemptions as he may be 
entitled to, all in triplicate, one copy of each for the clerk, one 
for the referee, and one for the trustee; and (9) when present 
at the first meeting of his creditors, and at such other times as 
the court shall order, submit to an examination concerning the 
conducting of his business, the cause of his bankruptcy, his deal- 
ings with his creditors and other persons, the amount, kind, and 
whereabouts of his property, and, in addition, all matters which 
may affect the administration and settlement of his estate ; but 
no testimony given by him shall be offered in evidence against 
him in any criminal proceeding. 

Provided, however, That he shall not be required to attend a 
meeting of his creditors, or at or for an examination at a place 
more than one hundred and fifty miles distant from his home 
or principal place of business, or to examine claims except when 
presented to him, unless ordered by the court, or a judge thereof, 
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for cause shown, and the bankrupt shall be paid his actual ex- 
penses from the estate when examined or required to attend at 
any place other than the city, town, or village of his residence. 

Sect. 8. Death oe Insanity op Bankrupts. — a. The death 
or insanity of a bankrupt shall not abate the proceedings, but 
the same shall be conducted and concluded in the same manner, 
so far as possible, as though he had not died or become insane : 
Provided, That in case of death the widow and children shall be 
entitled to all rights of dower and allowance fixed by the laws 
of the State of the bankrupt's residence. 

Sect. 9. Protection and Detention op Bankrupts. — a. A 
bankrupt shall be exempt from arrest upon civil process except 
in the following eases: (1) When issued from a court of bank- 
ruptcy for contempt or disobedience of its lawful orders; (2) 
when issued from a State court having jurisdiction, and served 
within such State, upon a debt or claim from which his discharge 
in bankruptcy would not be a release, and in such case he shall 
be exempt from such arrest when in attendance upon a court of 
bankruptcy or engaged in the performance of a duty imposed 
by this Act. 

b. The judge may, at any time after the filing of a petition by 
or against a person, and before the expiration of one month 
after the qualification of the trustee, upon satisfactory proof by 
thfe affidavits of at least two persons that such bankrupt is 
about to leave the district in which he resides or has his prin- 
cipal place of business to avoid examination, and that his 
departure will defeat the proceedings in bankruptcy, issue a 
warrant to the marshal, directing him to bring such bankrupt 
forthwith before the court for examination. If upon hearing the 
evidence of the parties it shall appear to the court or a judge 
thereof that the allegations are true and that it is necessary, he 
shall order such marshal to keep such bankrupt in custody not 
exceeding ten days, but not imprison him, until he shall be ex- 
amined and released or give bail conditioned for his appearance 
for examination, from time to time, not exceeding in all ten days, 
as required by the court, and for his obedience to all lawful or- 
ders made in reference thereto. 

Sect. 10. Extradition of Bankrupts. — a. Whenever a war- 
rant for the apprehension of a bankrupt shall have been issued, 
and he shall have been found within the jurisdiction of a court 
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other than the one issuing the warrant, he may be extradited in 
the same manner in which persons under indictment are now ex- 
tradited from one district within which a district court has juris- 
diction to another. 

Sect. 11. Suits By and Against Bankeupts. — a. A suit 
which is founded upon a claim for which a discharge would be 
a release, and which is pending against a person at the time of 
the filing of a petition against him, shall be stayed until after an 
adjudication or the dismissal of the petition; if such person is 
adjudged a bankrupt, such action may be further stayed until 
twelve months after the date of such adjudication, or, if within 
that time such person applies for a discharge, then until the 
question of such discharge is determined. 

h. The court may order the trustee to enter his appearance 
and defend any pending suit against the bankrupt. 

c. A trustee may, with the approval of the court, be permit- 
ted to prosecute as trustee any suit commenced by the bankrupt 
prior to the adjudication, with like force and effect as though it 
had been commenced by him. 

d. Suits shall not be brought by or against a trustee of a 
bankrupt estate subsequent to two years after the estate has 
been closed. 

Sect. 12. Compositions, when Confirmed. — a. A bankrupt 
may offer, either before or after adjudication, terms of composi- 
tion to his creditors after, but not before, he has been examined 
in open court or at a meeting of his creditors, and has filed in 
court the schedule of his property and the list of his creditors 
required to be filed by bankrupts. In compositions before ad- 
judication the bankrupt shall file the required schedules, and 
thereupon the court shall call a meeting of creditors for the al- 
lowance of claims, examination of the bankrupt, and preserva- 
tion or conduct of estates, at which meeting the judge or referee 
shall preside; and action upon the petition for adjudication 
shall be delayed until it shall be determined whether such com- 
position shall be confirmed.^ 

6. An application for the confirmation of a composition may 

iThe reading of this subdivision before the Amendment of 1910 follows: 
A bankrupt may offer terms of composition to his creditors after, but not 
before, he has been examined in open court or at a meeting of his creditors 
and filed in court the schedule of his property and list of his creditors, 
required to be filed by bankrupts. 
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be filed in the court of bankruptcy after, but not before, it has 
been accepted in writing by a majority in number of all credi- 
tors whose claims have been allowed, which number must repre- 
sent a majority in amount of such claims, and the consideration 
to be paid by the bankrupt to his creditors, and the money nec- 
essary to pay all debts which have priority and the cost of the 
proceedings, have been deposited in such place as shall be desig- 
nated by and subject to the order of the judge. 

c. A date and place, with reference to the convenience of the 
parties in interest, shall be fixed for the hearing upon each ap- 
plication for the confirmation of a composition, and such objec- 
tion as may be made to its confirmation. 

d. The judge shall confirm a composition if satisfied that (1) 
it is for the best interests of the creditors; (2) the bankrupt has 
not been guilty of any of the acts or failed to perform any of 
the duties which would be a bar to his discharge; and (3) the 
offer and its acceptance are in good faith and have not been 
made or procured except as herein provided, or by any means, 
promises, or acts herein forbidden. 

e. Upon the confirmation of a composition, the consideration 
shall be distributed as the judge shall direct, and the case dis- 
missed. Whenever a composition is not confirmed, the estate 
shall be administered in bankruptcy as herein provided. 

Sect. 13. Compositions, when Set Aside. — a. The judge 
may, upon the application of parties in interest filed at any 
time within six months after a composition has been confirmed, 
set the same aside and reinstate the case if it shall be made to 
appear upon a trial that fraud was practised in the procuring of 
such composition, and that the knowledge thereof has come to 
the petitioners since the confirmation of such composition. 

Sect. 14. Discharges, when Granted. — a. Any person may, 
after the expiration of one month and within the next twelve 
inonths subsequent to being adjudged a bankrupt, file an appli- 
cation for a discharge in the court of bankruptcy in which the 
proceedings are pending; if it shall be made to appear to the 
judge that the bankrupt was unavoidably prevented from filing 
it within such time, it may be filed within but not after the 
expiration of the next six months. 

6. The judge shall hear the application for a discharge and 
such proofs and pleas as may be made in opposition thereto by 
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the trustee or other parties in interest, at such time as will give 
the trustee or parties in interest a reasonable opportunity to be 
fully heard, and investigate the merits of the application and 
discharge the applicant unless he has (1) committed an offense 
punishable by imprisonment as herein provided; or (2) with in- 
tent to conceal his financial condition, destroyed, concealed, or 
failed to keep books of account or records from which such con- 
dition might be ascertained; or (3) obtained money or property 
on credit upon a materially false statement in writing, made by 
him to any person or his representative for the purpose of ob- 
taining credit from such person; or (4) at any time subsequent 
to the first day of the four months immediately preceding the 
filing of the petition transferred, removed, destroyed, or con- 
cealed, or permitted to be removed, destroyed, or concealed, any 
of his property, with intent to hinder, delay, or defraud his 
creditors; or (5) in voluntary proceedings been granted a dis- 
charge in bankruptcy within six years; or (6) in the course of 
the proceedings in bankruptcy refused to obey any lawful order 
of, or to answer any material question approved by the court : 
Provided, That a trustee shall npt interpose objections to a bank- 
rupt's discharge until he shall be authorized so to do at a meet- 
ing of creditors called for that purpose.^ 

c. The confirmation of a composition shall discharge the bank- 

iln the original act the preceding subdivision read as follows: 6. The 
judge shall hear the application for a discharge, and such proofs and pleas 
as may be made in opposition thereto by parties in interest, at such time 
as will give parties in interest a reasonable opportunity to be fully heard, 
and investigate the merits of the application and discharge the applicant 
unless he has (1) committed an offense punishable by imprisonment as 
herein provided; or (2) with fraudulent intent to conceal his true 
financial condition and in contemplation of bankruptcy, destroyed, con- 
cealed, or failed to keep books of account or records from which his true 
condition might be ascertained. 

In 1903 the portion of the subdivision after the words "'as herein pro- 
vided" was amended to read as follows: or (2) with intent to conceal his 
financial condition, destroyed, concealed, or failed to keep books of account 
or records from which such condition might be ascertained; or (3) ob- 
tained property on credit from any person upon a materially false state- 
ment in writing made to such person for the purpose of obtaining such 
property on credit; or (4) at any time subsequent to the first day of the 
four months immediately preceding the filing of the petition transferred, 
removed, destroyed, or concealed, or permitted to be removed, destroyed, 
or concealed, any of his property with intent to hinder, delay, or defraud 
his creditors; or (5) in voluntary proceedings been granted a discharge in 
bankruptcy within six years; or (6) in the course of the proceedings in 
bankruptcy refused to obey any lawful order of or to answer any material 
question approved by the court. 
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rupt from his debts, other than those agreed to be paid by the 
terms of the composition and those not affected by a discharge. 

Sect. 15. Discharges, when Revoked. — a. The judge may, 
upon the application of parties in interest who have not been 
guilty of undue laches, filed at any time within one year after a 
discharge shall have been granted, revoke it upon a trial if it 
shall be made to appear that it was obtained through the fraud 
of the bankrupt, and that the knowledge of the fraud has come 
to the petitioners since the granting of the discharge, and that 
the actual facts did not warrant the discharge. 

Sect. 16. Co-Debtors of Bankrupts. — a. The liability of a 
person who is co-debtor with, or guarantor or in any manner a 
surety for, a bankrupt shall not be altered by the discharge of 
such bankrupt. 

Sect. 17. Debts not Affected by a Discharge. — a. A dis- 
charge in bankruptcy shall release a bankrupt from all of his 
provable debts, except such as (1) are due as a tax levied by 
the United States, the State, county, district, or municipality in 
which he resides; (2) are liabilities for obtaining property by 
false pretences or false representations, or for wilful and ma- 
licious injuries to the person or property of another, or for ali- 
mony due or to become due, or for maintenance or support of 
wife or child, or for seduction of an unmarried female, or for 
breach of promise of marriage accompanied by seduction, or for 
criminal conversation^; (3) have not been duly scheduled in 
time for proof and allowance, with the name of the creditor if 
known to the bankrupt, unless such creditor had notice or actual 
knowledge of the proceedings in bankruptcy; or (4) were cre- 
ated by his fraud, embezzlement, misappropriation, or defalca- 
tion while acting as an officer or in any fiduciary capacity. 

IV. COURTS AND PROCEDURE THEREIN. 

Sect. 18. Process, Pleadings, and Adjudications. — a. Upon 
the filing of a petition for involuntary bankruptcy, service 
thereof, with a writ of subpoena, shall be made upon the person 
therein named as defendant in the same manner that service of 



1 This clause, before the Amendment of 1910, read as follows: (2) are 
judgments in actions for frauds, or obtaining property by false pretences 
or false representations, or for wilful and malicious injuries to the person 
or property of another. 



STATUTE 53 

such process is now had upon the commencement of a suit in 
equity in the courts of the United States, except that it shall be 
returnable within fifteen days, unless the judge shall for cause 
fix a longer time; but in case personal service cannot be made, 
then notice shall be given by publication in the same manner 
and for the same time as provided by law for notice by publi- 
cation in suits^ to enforce a legal or equitable lien in courts of 
the United States, except that, unless the judge shall otherwise 
direct, the order shall be published not more than once a week 
for two consecutive weeks, and the return day shall be ten days 
after the last publication unless the judge shall for cause fix a 
longer tiiiie. 

b. The bankrupt, or any creditor, may appear and plead to 
the petition within five^ days after the return day, or within such 
further time as the court may allow. 

c. All pleadings setting up matters of fact shall be verified 
under oath. 

d. If the bankrupt, or any of his creditors, shall appear, 
within the time limited, and controvert the facts alleged in the 
petition, the judge shall determine, as soon as may be, the issues 
presented by the pleadings, without the intervention of a jury, 
except in eases where a jury trial is given by this Act, and make 
the adjudication or dismiss the petition. 

e. If on the last day within which pleadings may be filed none 
are filed by the bankrupt or any of his creditors, the judge shall 
on the next day, if present, or as soon thereafter as practicable, 
make the adjudication or dismiss the petition. 

/. If the judge is absent from the district, or the division of 
the district in which the petition is pending, on the next day 
after the last day on which pleadings may be filed, and none 
have been filed by the bankrupt or any of his creditors, the clerk 
shall forthwith refer the case to the referee. 

g. Upon the filing of a voluntary petition the judge shall hear 
the petition and make the adjudication or dismiss the petition. 
If the judge is absent from the district, or the division of the 
district in which the petition is filed at the time of the filing, 
the clerk shall forthwith refer the case to the i-eferee. 



1 Before the Amendment of 1903 the succeeding portion of this subdi- 
vision read as follows: "In equity in courts of the United States." 

2 "Ten days" was the period allowed by the statute prior to the Amend- 
ment of 1903. 
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Sect. 19. Jury Teials. — a. A person against whom an invol- 
untary petition has been filed shall be entitled to have a trial 
by jury, in respect to the question of his insolvency, except as 
herein otherwise provided, and any act of bankruptcy alleged 
in such petition to have been committed, upon filing a written 
application therefor at or before the time within which an an- 
swer may be filed. If such application is not filed within such 
time, a trial by jury shall be deemed to have been waived. 

6. If a jury is not in attendance upon the court, one may be 
specially summoned for the trial, or the ease may be postponed, 
or, if the ease is pending in one of the district courts within the 
jurisdiction of a circuit court of the United States, it may be 
certified for trial to the circuit court sitting at the same place, 
or by consent of parties when sitting at any other place in the 
same district if such circuit court has or is to have a jury first 
in attendance. 

c. The right to submit matters in controversy, or an alleged 
offense under this Act, to a jury shall be determined and en- 
joyed, except as provided by this Act, according to the United 
States laws now in force or such as may be hereafter enacted in 
relation to trials by jury. 

Sect. 20. Oaths, Affirmations. — a. Oaths required by this 
Act, except upon hearings in court, may be administered by (1) 
referees; (2) officers authorized to administer oaths in proceed- 
ings before the courts of the United States, or under the laws 
of the State where the same are to be taken; and (3) diplo- 
matic or consular officers of the United States in any foreign 
country. 

h. Any person conscientiously opposed to taking an oath may, 
in lieu thereof, affirm. Any person who shall affirm falsely shall 
be punished as for the making of a false oath. 

Sect. 21. Evidence. — a. A court of bankruptcy may, upon 
application of any officer, bankrupt, or creditor, by order re- 
quire any designated person, including the bankrupt^ and his 
wife, to appear in court or before a referee or the judge of any 



1 Before the Amendment of 1903 the portion of the subdivision following 
the word "bankrupt" read as follows: Who is a competent witness under 
the laws of the State in which the proceedings are pending, to appear in 
court or before a referee or the judge of any State court, to be examined 
concerning the acts, conduct, or property of a bankrupt whose estate ia 
in process of administration under this Act. 
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State court, to be examined eoneerning the acts, conduct, or prop- 
erty of a bankrupt whose estate is in process of administration 
under this Act : Provided, That the wife may be examined only 
touching business transacted by her or to which she is a party, 
and to determine the fact whether she has transacted or been 
a party to any business of the bankrupt. 

b. The right to take depositions in proceedings under this Act 
shall be determined and enjoyed according to the United States 
laws now in force, or such as may be hereafter enacted relating 
to the taking of depositions, except as herein provided. 

c. Notice of the taking of depositions shall be filed with the 
referee in every case. When depositions are to be taken in op- 
position to the allowance of a claim notice shall also be served 
upon the claimant, and when in opposition to a discharge notice 
shall also be served upon the bankrupt. 

d. Certified copies of proceedings before a referee, or of 
papers, when issued by the clerk or referee, shall be admitted as 
evidence with like force and effect as certified copies of the rec- 
ords of district courts of the United States are now or may here- 
after be admitted as evidence. 

e. A certified copy of the order approving the bond of a trus- 
tee shall constitute conclusive evidence of the vesting in him of 
the title to the property of the bankrupt, and if recorded shall 
impart the same notice that a deed from a bankrupt to the trus- 
tee if recorded would have imparted had not bankruptcy pro- 
ceedings intervened. 

/. A certified copy of an order confirming or setting aside a 
composition, or granting or setting aside a discharge, not re- 
voked, shall be evidence of the jurisdiction of the court, the reg- 
ularity of the proceedings, and of the fact that the order was 
made. 

g. A certified copy of an order confirming a composition shall 
constitute evidence of the revesting of the title of his property 
in the bankrupt, and if recorded shall impart the same notice 
that a deed from the trustee to the bankrupt if recorded would 
impart. 

Sect, 22. Reference op Cases aptee Adjudication. — a. 
After a person has been adjudged a bankrupt, the judge may 
cause the trustee to proceed with the administration of the es- 
tate, or refer it (1) generally to the referee or specially with 
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only limited authority to act in the premises or to consider and 
report upon specified issues; or (2) to any referee within the 
territorial jurisdiction of the court, if the convenience of parties 
in interest will be served thereby, or for cause, or if the bankrupt 
does not do business, reside, or have his domicile in the district. 

6. The judge may, at any time, for the convenience of parties 
or for cause, transfer a case from one referee to another. 

Sect. 23. Jurisdiction of United States and State Courts. 
— a. The United States circuit courts shall have jurisdiction of 
all controversies at law and in equity, as distinguished from pro- 
ceedings in bankruptcy, between trustees as such and adverse 
claimants concerning the property acquired or claimed by the 
trustees, in the same manner and to the same extent only as 
though bankruptcy proceedings had not been instituted and such 
controversies had been between the bankrupts and such adverse 
claimants. 

6. Suits by the trustee shaH only be brought or prosecuted in 
the courts where the bankrupt, whose estate is being adminis- 
tered by such trustee, might have brought or prosecuted them 
if proceedings in bankruptcy had not been instituted, unless by 
consent of the proposed defendant,^ except suits for the recovery 
of property under section sixty, subdivision i ; section sixty- 
seven, subdivision e ; and section seventy, subdivision e. 

c. The United States circuit courts shall have concurrent 
jurisdiction with the courts of bankruptcy, within their respec- 
tive territorial limits of the offenses enumerated in this act. 

Sect. 24. Jurisdiction of Appel>late Courts. — a. The Su- 
preme Court of the United States, the circuit courts of appeals 
of the United States, and the supreme courts of the Territories, 
in vacation in chambers and during their respective terms, as 
noAi^ or as they may be hereafter held, are hereby invested with 
appellate jurisdiction of controversies arising in bankruptcy pro- 
ceedings from the courts of bankruptcy from which they have 
appellate jurisdiction in other cases. The Supreme Court of the 
United States shall exercise a like jurisdiction from courts of 
bankruptcy not within any organized circuit of the United States 
and from the supreme court of the District of Columbia. 



1 In the original Act the subdivision ended here. The exception of Sec- 
tions 60 6 and 67 e was made by the Amendment of 1903, that of Section 
70 e by the Amendment of 1910. 
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h. The several circuit courts of appeal shall have jurisdiction 
in equity, either interlocutory or final, to superintend and re- 
vise in matter of law the proceedings of the several inferior 
courts of bankruptcy within their jurisdiction. Such power 
shall be exercised on due notice and petition by any party ag- 
grieved. 

Sect. 25. Appeals and Weits op Ebeor. — a. That appeals, 
as in equity eases, may be taken in bankruptcy proceedings from 
the courts of bankruptcy to the circuit court of appeals of the 
United States, and to the supreme court of the Territories, in 
the following cases, to wit: (1) from a judgment adjudging or 
refusing to adjudge the defendant a bankrupt; (2) from a 
judgment granting or denying a discharge; and (3) from a 
judgment allowing or rejecting a debt or claim of five hundred 
dollars or over. Such appeal shall be taken within ten days 
after the judgment appealed from has been rendered, and may 
be heard and determined by the appellate court in term or 
vacation, as the case may be. 

&. From any final decision of a court of appeals allowing or 
rejecting a claim under this Act, an appeal may be had under 
such rules and within such time as may be prescribed by the 
Supreme Court of the United States, in the following cases and 
no other: — 

1. Where the amount in controversy exceeds the sum of two 
thousand dollars, and the question involved is one which might 
have been taken on appeal or writ of error from the highest 
court of a State to the Supreme Court of the United States ; or 

2. Where some Justice of the Supreme Court of the United 
States shall certify that in his opinion the determination of the 
question or questions involved in the allowance or rejection of 
such claim is essential to a uniform construction of this Act 
throughout the United States. 

c. Trustees shall not be required to give bond when they take 
appeals or sue out writs of error. 

d. Controversies may be certified to the Supreme Court of the 
United States from other courts of the United States, and the 
former court may exercise jurisdiction thereof and issue writs of 
certiorari pursuant to the provisions of the United States laws 
now in force or such as may be hereafter enacted. 

Sect. 26. Arbiteation op Controveesies. — a. The trustee 
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may, pursuant to the direction of the court, submit to arbitra- 
tion any controversy arising in the settlement of the estate. 

b. Three arbitrators shall be chosen by mutual consent, or one 
by the trustee, one by the other party to the controversy, and 
the third by the two so chosen, or if they fail to agree in five 
days after their appointment the court shall appoint the third 
arbitrator. 

c. The written finding of the arbitrators, or a majority of 
them, as to the issues presented, may be filed in court, and shall 
have like force and effect as the verdict of a jury. 

Sect. 27. Compeomises. — a. The trustee may, with the "ap- 
proval of the court, compromise any controversy arising in the 
adnrinistration of the estate upon such terms as he may deem 
for the best interests of the estate. 

Sect. 28. Designation of Newspapers. — a. Courts of bank- 
ruptcy shall by order designate a newspaper published within 
their respective territorial districts, and in the county in which 
the bankrupt resides or the major part of his property is sit- 
uated, in which notices required to be published by this Act, 
and orders which the court may direct to be published, shall be 
inserted. Any court may in a particular case, for the con- 
venience of parties in interest, designate some additional news- 
paper in which notices and orders in such case shall be pub- 
lished. 

Sect. 29. Offenses. — a. A person shall be punished, by im- 
prisonment for a period not to exceed five years, upon convic- 
tion of the offense of having knowingly and fraudulently 
appropriated to his own use, embezzled, spent, or unlawfully 
transferred any property or secreted or destroyed any document 
belonging to a bankrupt estate which came into his charge as 
trustee. 

b. A person shall be punished, by imprisonment for a period 
not to exceed two years, upon conviction of the offense of having 
knowingly and fraudulently (1) Concealed while a bankrupt, or 
after his discharge, from his trustee any of the property belong- 
ing to his estate in bankruptcy; or (2) made a false oath or ac- 
count in, or in relation to, any proceeding in bankruptcy; (3) 
presented under oath any false claim for proof against the es- 
tate of a bankrupt, or used any such claim in composition per- 
sonally or by agent, proxy, or attorney, or as agent, proxy, or 
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attorney; or (4) received any material amount of property 
from a bankrupt after the filing of the petition, with intent to 
defeat this Act; or (5) extorted or attempted to extort any 
money or property from any person as a consideration for act- 
ing or forbearing to act in bankruptcy proceedings. 

c. A person shall be punished by fine, not to exceed five hun- 
dred dollars, and forfeit his office, and the same shall there- 
upon become vacant, upon conviction of the offense of having 
knowingly (1) acted as a referee in a case in which he is di- 
rectly or indirectly interested; or (2) purchased, while a ref- 
eree, directly or indirectly, any property of the estate in bank- 
ruptcy of which he is referee; or (3) refused, while a referee 
or trustee, to permit a reasonable opportunity for the inspection 
of the accounts relating to the affairs of, and the papers and 
records of, estates in his charge by parties in interest when di- 
rected by the court so to do. 

d. A person shall not be prosecuted for any offense arising 
under this Act unless the indictment is found or the informa- 
tion is filed in court within one year after the commission of 
the offense. 

Sect. 30. Eules, Forms, and Orders. — a. All necessary rules, 
forms, and orders as to procedure, and for carrying this Act into 
force and effect, shall be prescribed, and may be amended from 
time to time, by the Supreme Court of the United States. 

Sect. 31. Computation of Time. — a. Whenever time is 
enumerated by days in this Act, or in any proceeding in bank- 
ruptcy, the number of days shall be computed by excluding the 
first and including the last, unless the last fall on a Sunday or 
holiday, in which event the day last included shall be the next 
day thereafter which is not a Sunday or a legal holiday. 

Sect. 32. Transfer of Cases. — a. In the event petitions are 
filed against the same person, or against different members of a 
partnership, in different courts of bankruptcy, each of which has 
jurisdiction, the cases shall be transferred, by order of the 
courts relinquishing jurisdiction, to and be consolidated by the 
one of such courts which can proceed with the same for the 
greatest convenience of parties in interest. 
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V. OFFICERS, THEIB DUTIES AND COMPENSATION. 

Sect. 33. Creation of Two Offices. — a. The offices of ref- 
eree and trustee are hereby created. 

Sect. 34. Appointment, Eemoval, and Districts op Ref- 
erees. — a. Courts of bankruptcy shall, within the territorial 
limits of which they respectively have jurisdiction, (1) appoint 
referees, each for a term of two years, and may, in their dis- 
cretion, remove them because their services are not needed or 
for other cause; and (2) designate, and from time to time 
change, the limits of the districts of referees, so that each county, 
where the services of a referee are needed, may constitute at 
least one district. 

Sect. 35. Qualifications of Referees. — a. Individuals shall 
not be eligible to appointment as referees unless they are re- 
spectively (1) competent to perform the duties of that office; 
(2) not holding any office of profit or emolument under the laws 
of the United States or of any Stat^ other than commissioners 
of deeds, justices of the peace, masters in chancery, or notaries 
public; (3) not related by consanguinity or affinity, within the 
third degree as determined by the common law, to any of the 
judges of the courts of bankruptcy or circuit courts of the 
United States, or of the justices or judges of the appellate courts 
of the districts wherein they may be appointed; and (4) resi- 
dents of, or have their offices in, the territorial districts for 
which they are to be appointed. 

Sect. 36. Oaths of Office of Referees. — a. Referees shall 
take the same oath of office as that prescribed for judges of 
United States courts. 

Sect. 37. Number of Referees. — a. Such number of referees 
shall be appointed as may be necessary to assist in expeditiously 
transacting the bankruptcy business pending in the various 
courts of bankruptcy. 

Sect. 38. Jurisdiction of Referees. — a. Referees respec- 
tively are hereby invested, subject always to a review by the 
judge, within the limits of their districts as established from 
time to time, with jurisdiction to (1) consider all petitions re- 
ferred to them by the clerks and make the adjudications or 
dismiss the petitions; (2) exercise the powers vested in courts 
of bankruptcy for the administering of oaths to and the examina- 
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tion of persons as witnesses and for requiring the production 
of documents in proceedings before them, except the power of 
commitment; (3) exercise the powers of the judge for the tak- 
ing possession and releasing of the property of the bankrupt in 
the event of the issuance by the clerk of a certificate showing the 
absence of a judge from the judicial district, or the division of 
the district, or his sickness, or inability to act; (4) perform 
such part of the duties, except as to questions arising out of the 
applications of bankrupts for compositions or discharges, as are 
by this Act conferred on courts of bankruptcy and as shall be 
prescribed by rules or orders of the courts of bankruptcy of 
their respective districts, except as herein otherwise provided; 
and (5) upon the application of the trustee during the exam- 
ination of the bankrupts, or other proceedings, authorize the em- 
ployment of stenographers at the expense of the estates at a 
compensation not to exceed ten cents per folio for reporting and 
transcribing the proceedings. 

Sect. 39. Duties of Eefeeees. — a. Referees shall (1) declare 
dividends and prepare and deliver to trustees dividend sheets 
showing the dividends declared and to whom payable; (2) ex- 
amine all schedules of property and lists of creditors filed by 
bankrupts and cause such as are incomplete or defective to be 
amended; (3) furnish such information concerning the estates 
in process of administration before them as may be requested by 
the parties in interest; (4) give notices to creditors as herein 
provided; (5) make up records embodying the evidence, or the 
substance thereof, as agreed upon by the parties in all contested 
matters arising before them, whenever requested to do so by 
either of the parties thereto, together with their findings therein, 
and transmit them to the judges; (6) prepare and file the sched- 
ules of property and lists of creditors required to be filed by the 
bankrupts, or cause the same to be done, when the bankrupts 
fail, refuse, or neglect to do so; (7) safely keep, perfect, and 
transmit to the clerks the records, herein required to be kept by 
them, when the cases are concluded; (8) transmit to the clerks 
such papers as may be on file before them whenever the same are 
needed in any proceedings in courts, and in like manner secure 
the return of such papers after they have been used, or, if it be 
impracticable to transmit the original papers, transmit certified 
copies thereof by mail; (9) upon application of any party in 
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interest, preserve the evidence taken or the substance thereof as 
agreed upon by the parties before them when a stenographer is 
not in attendance; and (10) whenever their respective offices 
are in the same cities or towns where the courts of bankruptcy 
convene, call upon and receive from the clerks all papers filed in 
courts of bankruptcy which have been referred to them. 

&. Referees shall not (1) act in cases in which they are di- 
rectly or indirectly interested; (2) practise as attorneys and 
counsellors at law in any bankruptcy proceedings; or (3) pur- 
chase, directly or indirectly, any property of an estate in bank- 
ruptcy. 

Sect. 40. Compensation of Referees. — a. Referees shall re- 
ceive as full compensation for their services, payable after they 
are rendered, a fee of fifteen^ dollars deposited with the clerk 
at the time the petition is filed in each ease, except when a fee 
is not required from a voluntary bankrupt,^ and twenty-five 
cents for every proof of claim filed for allowance, to be paid 
from the estate, if any, as a part of the cost of administration, 
and from estates which have been administered before them one 
per centum commissions on all moneys disbursed to creditors by 
the trustee, or one-half of one per centum on the amount to be 
paid to creditors upon the confirmation of a composition. 

6. Whenever a case is transferred from one referee to another 
the judge shall determine the proportion in which the fee and 
commissions therefor shall be divided between the referees. 

c. In the event of the reference of a case being revoked before 
it is concluded, and when the case is specially referred, the judge 
shall determine what part of the fee and commissions shall be 
paid to the referee. 

Sect. 41. Contempts before Referees. — a. A person shall 
not, in proceedings before a referee, (1) disobey or resist any 
lawful order, process, or writ; (2) misbehave during a hearing 
or so near the place thereof as to obstruct the same ; (3) neglect 
to produce, after having been ordered to do so, any pertinent 

iThe Amendment of 1903 substituted "fifteen" for "ten," the former 
reading. 

2 The succeeding portion of this subdivision, prior to the Amendment of 
1913, read as follows: and from estates which have been administered be- 
fore them one per centum commissions on sums to be paid as dividends 
and commissions, or one-half of one per centum on the amount to be paid 
to creditors upon the confirmation of a composition. 
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document ; or (4) refuse to appear after having been subpoenaed, 
or, upon appearing, refuse to take the oath as a witness, or, after 
having taken the oath, refuse to be examined according to law : 
Provided, That no person shall be required to attend as a wit- 
ness before a referee at a place outside of the State of his resi- 
dence, and more than one hundred miles from such place of resi- 
dence, and only in ease his lawful mileage and fee for one day's 
attendance shall be first paid or tendered to him. 

6. The referee shall certify the facts to the judge, if any per- 
son shall do any of the things forbidden in this section. The 
judge shall thereupon, in a summary manner, hear the evidence 
as to the acts complained of, and, if it is such as to warrant him 
in so doing, punish such person in the same manner and to the 
same extent as for a contempt committed before the court of 
bankruptcy, or commit such person upon the same conditions as 
if thft doing of the forbidden act had occurred with reference 
to the process of, or in the presence of, the court. 

Sect. 42. Records of Referees. — a. The records of all pro- 
ceedings in each case before a referee shall be kept as nearly as 
may be in the same manner as records are now kept in equity 
cases in circuit courts of the United States. 

b. A record of the proceedings in each case shall be kept in a 
separate book or books, and shall, together with the papers on 
file, constitute the records of the case. 

c. The book or books containing a record of the proceedings 
shall, when the case is concluded before the referee, be certified 
to by him, and, together with such papers as are on file before 
him, be transmitted to the court of bankruptcy and shall there 
remain as a part of the records of the court. 

Sect. 43. Referee's Absence or Disability. — a. Whenever 
the ofiice of a referee is vacant, or its occupant is absent or dis- 
qualified to act, the judge may act, or may appoint another ref- 
eree, or another referee holding an appointment under the same 
court may, by order of the judge, temporarily fill the vacancy. 

Sect. 44. Appointment of Trustees. — a. The creditors of a 
bankrupt estate shall, at their first meeting after the adjudica- 
tion or after a vacancy has occurred in the office of trustee, or 
after an estate has been reopened, or after a composition has 
been set aside or a discharge revoked, or if there is a vacancy 
in the office of trustee, appoint one trustee or three trustees of 
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such estate. If the creditors do not appoint a trustee or trus- 
tees as herein provided, the court shall do so. 

Sect. 45. Qualifications of Trustees. — a. Trustees may be 
(1) individuals who are respectively competent to perform the 
duties of that office, and reside or have an office in the judicial 
district within which they are appointed, or (2) corporations 
authorized by their charters or by law to act in such capacity 
and having^ an office in the judicial district within which they are 
appointed. 

Sect. 46. Death or Removal of Trustees. — a. The death or 
removal of a trustee shall not abate any suit or proceeding which 
he is prosecuting or defending at the time of his death or re- 
moval, but the same may be proceeded with or defended by his 
joint trustee or successor in the same manner as though the 
same had been commenced or was being defended by such joint 
trustee alone or by such successor. 

Sect. 47. Duties op Trustees. — a. Trustees shall respec- 
tively (1) account for and pay over to the estates under their 
control all interest received by them upon property of such 
estates; (2) collect and reduce to money the property of the 
estates for which they are trustees, under the direction of the 
court, and close up the estate as expeditiously as is compatible 
with the best interests of the parties in interest^ ; and such trus- 
tees, as to all property in the custody or coming into the cus- 
tody of the bankruptcy court, shall be deemed vested with all 
the rights, remedies, and powers of a creditor holding a lien by 
legal or equitable proceedings thereon ; and also, as to all prop- 
erty not in the custody of the bankruptcy court, shall be deemed 
vested with all the rights, remedies, and powers of a judgment 
creditor holding an execution duly returned unsatisfied; (3) 
deposit all money received by them in one of the designated de- 
positories; (4) disburse money only by check or draft on the 
depositories in which it has been deposited; (5) furnish such 
information concerning the estates of which they are the trustees 
and their administration as may be requested by parties in in- 
terest; (6) keep regular accounts showing all amounts received 
and from what sources and all amounts expended and on what 
accounts; (7) lay before the final meeting of the creditors de- 



1 The words after "in interest" in clause (2) were added by the Amend- 
ment of 1910. 
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tailed statements of the administration of the estates; (8) make 
final reports and file final accounts with the courts fifteen days 
before the days fixed for the final meetings of the creditors; (9) 
pay dividends within ten days after they are declared by the 
referees; (10) report to the courts, in writing, the condition of 
the estates and the amounts of money on hand, and such other 
details as may be required by the courts, within the first month 
after their appointment and every two months thereafter, unless 
otherwise ordered by the courts; and (11) set apart the bank- 
rupt's exemptions and report the items and estimated value 
thereof to the court as soon as practicable after their appoint- 
ment. 

b. Whenever three trustees have been appointed for an estate, 
the concurrence of at least two of them shall be necessary to the 
validity of their every act concerning the administration of the 
estate. 

c. The trustee shall, within thirty days after the adjudication, 
file a certified copy of the decree of adjudication in the office 
where conveyances of real estate are recorded in every county 
where the bankrupt owns real estate not exempt from execution, 
and pay the fee for such filing, and he shall receive a compensa- 
tion of fifty cents for each copy so filed, which, together with the 
filing fee, shall be paid out of the estate of the bankrupt as a 
part of the cost and disbursements of the proceedings.^ 

Sect. 48. Compensation of Trustees, Receivers, and Mar- 
shals. — a. Trustees shall receive for their services, payable after 
they are rendered, a fee of five dollars deposited with the clerk 
at the time the petition, is filed in each case, exempt when a fee 
is not required from a voluntary bankrupt, and such commis- 
sions on all moneys disbursed or turned over to any person, in- 
cluding lien holders, by them, as may be allowed by the courts, 
not to exceed six per centum on the first five hundred dollars 
or less, four per centum on moneys in excess of five hundred dol- 
lars and less than fifteen hundred dollars, two per centum on 
moneys in excess of fifteen hundred dollars and less than ten 
thousand dollars, and one per centum on moneys in excess of 
ten thousand dollars. And in case of the confirmation of a 
composition after the trustee has qualified the court may allow 
him, as compensation, not to exceed one half of one per centum 

1 The Amendment of 1903 added subdivision c. 
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of the amount to be paid the creditors on such compensation.^ 
6. In the event of an estate being administered by three trus- 
tees instead of one trustee or by successive trustees, the court 
shall apportion the fees and commissions between them accord- 
ing to the services actually rendered, so that there shall not be 
paid to trustees for the administering of any estate a greater 
amount than one trustee would be entitled to. 

c. The court may, in its discretion, withhold all compensa- 
tion from any trustee who has been removed for cause. 

d. Receivers or marshals appointed pursuant tp section two, 
subdivision three, of this Act, shall receive for their services, 
payable after they are rendered, compensation by way of com- 
missions upon the moneys disbursed or turned over to any per- 
son, including lien holders, by them, and also upon the moneys 
turned over by them or afterwards realized by the trustees from 
property turned over in kind by them to the trustees, as the 
court may allow, not to exceed six per centum on the first five 
hundred dollars or less, four per centum on moneys in excess 
of five hundred dollars and less than one thousand five hundred 
dollars, two per centum on moneys in excess of one thousand 
five hundred dollars and less than ten thousand dollars, and 
one per centum on moneys in excess of ten thousand dollars: 
Provided, That in case of the confirmation of a composition such 
commissions shall not exceed one-half of one per centum of the 
amount to be paid creditors on such compositions : Provided fur- 
ther. That when the receiver or marshal acts as a mere custodian 



1 Subdivision a was amended to this reading in 1910. The original read- 
ing was: a. Trustees shall receive, as full compensation for their services, 
payable after they are rendered, a fee of five dollars deposited with the 
clerk at the time the petition is filed in each case, except when a fee is not 
required from a voluntary bankrupt, and from estates which they have 
administered, such commissions on sums to be paid as dividends and com- 
missions as may be allowed by the courts, not to exceed three per centum 
on the first five thousand dollars or less, two per centum on the second 
five thousand dollars or part thereof, ^and one per centiim on such sums 
in excess of ten thousand dollars. 

It was amended in 1903 to read as follows: and such commissions on all 
moneys disbursed by them as may be allowed by the courts, not to exceed 
six per centum on the first five hundred dollars or less, four per centum 
on moneys in excess of five hundred dollars and less than fifteen hundred, 
dollars, two per centum on moneys in excess of fifteen hundred dollars and 
less than ten thousand dollars, and one per centum on moneys in excess 
of ten thousand dollars. And in case of the confirmation of a composition 
after the trustee has qualified the court may allow him as compensation, 
not to exceed one half of one per centum of the amount to be paid the 
creditors on such composition. 
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and does not carry on the business of the bankrupt as provided 
in clause five of section two of this Act, he shall not receive nor 
be allowed in any form or guise more than two per centum on 
the first thousand dollars or less, and one half of one per centum 
on all above one thousand dollars on moneys disbursed by him 
or turned over by him to the trustee and on moneys subsequently 
realized from property turned over by him in kind to the trus- 
tee: Provided further, That before the allowance of compensa- 
tion notice of application therefor, specifying the amount asked, 
shall be given to creditors in the manner indicated in section 
fifty-eight of this Act.^ 

e. Where the business is conducted by trustees, marshals, or 
receivers, as provided in clause five of section two of this Act, 
the court may allow such of&cers additional compensation for 
such services by way of commissions upon the moneys disbursea 
turned over to any person, including lien holders, by them, 
,nd, in cases of receivers or marshals, also upon the moneys 
turned over by them or afterwards realized by the trustees from 
property turned over in kind by them to the trustees ; such com- 
missions not to exceed six per centum on the first five hundred 
dollars or less, four per centum on moneys in excess of five hun- 
dred dollars and less than one thousand five hundred dollars, 
two per centum on moneys in excess of one thousand five hun- 
dred dollars and less than ten thousand dollars, and one per 
centum on moneys in excess of ten thousand dollars : Provided, 
That in case of the confirmation of a composition such commis- 
sions shall not exceed one-half of one per centum of the amount 
to be paid creditors on such composition: Provided further, 
That before the allowance of compensation notice of application 
therefor, specifying the amount asked, shall be given to cred- 
itors in the manner indicated in section fifty-eight of this Act.^ 

Sect. 49. Accounts and Papers of Trustees. — a. The ac- 
counts and papers of trustees shall be open to the inspection of 
ofiicers and all parties in interest. 

Sect. 50. Bonds op Referees and Trustees. — a. Referees, 
before assuming the duties of their offices, and within such time 
as the district courts of the United States having jurisdiction 
shall prescribe, shall respectively qualify by entering into 
bond to the United States in such sum as shall be fixed by such 

1 The Amendment of 1910 inserted subdivisions d and e. 
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courts, not to exceed five thousand dollars, with such sureties as 
shall be approved by such courts, conditioned for the faithful 
performance of their of&cial duties. 

6. Trustees, before entering upon the performance of their 
official duties, and within ten days after their appointment, or 
within such further time, not to exceed five days, as the court 
may permit, shall respectively qualify by entering into bond to 
the United States, with such sureties as shall be approved by 
the courts, conditioned for the faithful performance of their 
official duties. 

p. The creditors of a bankrupt estate, at their first meeting 
after the adjudication, or after a vacancy has occurred in the 
office of trustee, or after an estate has been reopened, or after 
a composition has been set aside or a discharge revoked, if there 
is a vacancy in the office of trustee, shall fix the amount of the 
bond of the trustee ; they may at any time increase the amount 
of the bond. If the creditors do not fix the amount of the bond 
of the trustee as herein provided the court shall do so. 

d. The court shall require evidence as to the actual value of 
the property of sureties. 

e. There shall be at least two sureties upon each bond. 

/. The actual value of the property of the sureties, over and 
above their liabilities and exemptions, on each bond shaU equal at 
least the amount of such bond. 

g. Corporations organized for the purpose of becoming sure- 
ties upon bonds, or authorized by law to do so, may be accepted 
as sureties upon the bonds of referees and trustees whenever the 
courts are satisfied that the rights of all parties in interest will 
be thereby amply protected. 

h. Bonds of referees, trustees, and designated depositories 
shall be filed of record in the office of the clerk of the court and 
may be sued upon in the name of the United States, for the use 
of any person injured by a breach of their conditions. 

i. Trustees shall not be liable, personally or on their bonds, 
to the United States, for any penalties or forfeitures incurred 
by the bankrupts under this Act, of whose estates they are re- 
spectively trustees. 

j. Joint trustees may give joint or several bonds. 

k. If any referee or trustee shall fail to give bond, as herein 
provided and within the time limited, he shall be deemed to 
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have declined his appointment, and such failure shall create a 
vacancy in his office. 

I. Suits upon referees' bonds shall not be brought subsequent 
to two years after the alleged breach of the bond. 

m. Suits upon trustees' bonds shall not be brought subse- 
quent to two years after the estate has been closed. 

Sect. 51. Duties of Clerks. — a. Clerks shall respectively 
(1) account for, as for other fees received by them, the clerk's 
fee paid in each case and such other fees as may be received for 
certified copies of records which may be prepared for persons 
other than officers; (2) collect the fees of the clerk, referee and 
trustees in each case instituted before filing the petition, except 
the petition of a proposed voluntary bankrupt which is accom- 
panied by an affidavit stating that the petitioner is without, and 
cannot obtain, the money with which to pay such fees; (3) de- 
liver to the referees upon application all papers which may be 
referred to them, or, if the offices of such referees are not in the 
same cities or towns as the offices of such clerks, transmit such 
papers by mail, and in like manner. return papers which were 
received from such referees after they have been used ; (4) and 
within ten days after each case has been closed pay to the ref- 
eree, if the case was referred, the fee collected for him, and to 
the trustee the fee collected for him at the time of filing the 
petition. 

Sect. 52. Compensation of Clerks and Marshals. — a. 
Clerks shall respectively receive as full compensation for their 
service to each estate, a filing fee of ten dollars, except when a 
fee is not required from a voluntary bankrupt. 

6. Marshals shall respectively receive from the estate where 
an adjudication in bankruptcy is made, except as herein other- 
wise provided, for the performance of their services in proceed- 
ings in bankruptcy, the same fees, and account for them in the 
same way, as they are entitled to receive for the performance of 
the same or similar services in othtr cases in accordance with 
laws now in force, or such as may be hereinafter enacted, fixing 
the compensation of marshals. 

Sect. 53. Duties of Attorney-General. — a. The Attorney- 
General shall annually lay before Congress statistical tables 
showing for the whole country, and by States, the number of 
cases during the year of voluntary and involuntary bankruptcy ; 
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the amount of the property of the estates; the dividends paid, 
and the expenses of administering such estates; and such other 
like information as he may deem important. 

Sect. 54. Statistics of Bankrxjptct Proceedings. — a. OfiS- 
cers shall furnish in writing and transmit by mail such infor- 
mation as is within their knowledge, and as may be shown by the 
records and papers in their possession, to the Attorney-General, 
for statistical purposes, within ten days after being requested 
by him to do so. 

VI. creditors. 

Sect. 55. Meetings of Creditors. — a. The court shall cause 
the first meeting of the creditors of a bankrupt to be held, not less 
than ten nor more than thirty days after the adjudication, at 
the county seat of the county in which the bankrupt has had his 
principal place of business, resided, or had his domicile; or if 
that place would be manifestly inconvenient as a place of meet- 
ing for the parties in interest, or if the bankrupt is one who does 
not do business, reside, or have his domicile within the United 
States, the court shall fix a place for the meeting which is the 
most convenient for parties in interest. If such meeting should 
by any mischance not be held within such time, the court shall 
fix the date, as soon as may be thereafter, when it shall be held. 

i. At the first meeting of creditors the judge or referee shall 
preside, and, before proceeding with the other business, may 
allow or disallow the claims of creditors there presented, and 
may publicly examine the bankrupt or cause him to be examined 
at the instance of any creditor. 

c. The creditors shall at each meeting take such steps as may 
be pertinent and necessary for the promotion of the best inter- 
ests of the estate and the enforcement of this Act. 

d. A meeting of creditors, subsequent to the first one, may be 
held at any time and place when all of the creditors who have 
secured the allowance of their claims sign a written consent to 
hold a meeting at such time and place. 

e. The court shall call a meeting of creditors whenever one- 
fourth or more in number of those who have proven their claims 
shall file a written request to that effect ; if such request is signed 
by a majority of such creditors, which number represents a ma- 
jority in amount of such claims, and contains a request for such 
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meeting to be held at a designated place, the court shall call 
such meeting at such place within thirty days after the date of 
the filing of the request. 

/. Whenever the affairs of the estate are ready to be closed a 
final meeting of creditors shall be ordered. 

Sect. 56. Voters at Meeting op Creditors. — a. Creditors 
shall pass upon matters submitted to them at their meetings by 
a majority vote in number and amount of claims of all creditors 
whose claims have been allowed and are present, except as herein 
otherwise provided. 

b. Creditors holding claims which are secured or have priority 
shall not, in respect to such claims, be entitled to vote at cred- 
itors' meetings, nor shall such claims be counted in computing 
either the number of creditors or the amount of their claims, 
unless the amounts of such claims exceed the values of such 
securities or priorities, and then only for such excess. 

Sect. 57. Proof and Allowance op Claims. — a. Proof of 
claims shall consist of a statement under oath, in writing, signed 
by a creditor setting forth the claim, the consideration therefor, 
and whether any, and if so what, securities are held therefor, 
and whether any, and if so what, payments have been made 
thereon, and that the sum claimed is justly owing from the bank- 
rupt to the creditor. 

h. Whenever a claim is founded upon an instrument of writ- 
ing, such instrument, unless lost or destroyed, shall be filed with 
the proof of claim. If such instrument is lost or destroyed, a 
statement of such fact and of the circumstances of such loss or 
destruction shall be filed under oath with the claim. After the 
claim is allowed or disallowed, such instrument may be with- 
drawn by permission of the court, upon leaving a copy thereof 
on file with the claim. 

c. Claims after being proved may, for the purpose of allow- 
ance, be filed by the claimants in the court where the proceedings 
are pending or before the referee if the case has been referred. 

d. Claims which have been duly proved shall be allowed, upon 
receipt by or upon presentation to the court, unless objection to 
their allowance shall be made by parties in interest, or their 
consideration be continued for cause by the court upon its own 
motion. 

e. Claims of secured creditors and those which have priority 
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may be allowed to enable such, creditors to participate in the 
proceedings at creditors' meetings held prior to the determina- 
tion of the value of their securities or priorities, but shall be 
allowed for such sums only as to the courts seem to be owing 
over and above the value of their securities or priorities. 

/. Objections to claims shall be heard and determined as soon 
as the convenience of the court and the best interests of the 
estates and the claimants will permit. 

g. The claims of creditors who have received preferences, 
avoidable under section sixty, subdivision b, or to whom con- 
veyances, transfers, assignments, or incumbrances, void or void- 
able under section sixty-seven, subdivision e, have been made or 
given, shall not be allowed unless such creditors shall surrender 
such preferences, conveyances, transfers, assignments, or incum- 
brances.^ 

h. The value of securities held by secured creditors shall be 
determined by converting the same into money according to the 
terms of the agreement pursuant to which such securities were 
delivered to such creditors or by such creditors and the trustee, 
by agreement, arbitration, compromise, or litigation, as the court 
may direct, and the amount of such value shall be credited upon 
such claims, and a dividend shall be paid only on the unpaid 
balance. 

i. Whenever a creditor, whose claim against a bankrupt estate 
is secured by the individual undertaking of any person, fails to 
prove such claim, such person may do so in the creditor's name, 
and if he discharge such undertaking in whole or in part he 
shall be subrogated to that extent to the rights of the creditor. 

j. Debts owing to the United States, a State, a county, a dis- 
trict, or a municipality as a penalty or forfeiture shall not be 
allowed, except for the amount of the pecuniary loss sustained 
by the act, transaction, or proceeding out of which the penalty 
or forfeiture arose, with reasonable and actual costs occasioned 
thereby, and such interest as may have accrued thereon accord- 
ing to law. 

k. Claims which have been allowed may be reconsidered for 
cause and reallowed or rejected in whole or in part, according 

1 Before the Amendment of 1903, the reading of this subdivision was : a. 
The claims of creditors who have received preferences shall not be allowed 
unless such creditors shall surrender their preferences. 
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to the equities of the case, before but not after the estate has 
been closed. 

I. "Whenever a claim shall have been reconsidered and rejected, 
in whole or in part, upon which a dividend has been paid, the 
trustee may recover from the creditor the amount of the divi- 
dend received upon the claim rejected in whole, or the propor- 
tional part thereof if rejected only in part. 

m. The claim of any estate which is being administered in 
bankruptcy against any like estate may be proved by the trustee 
and allowed by the court in the same manner and upon like 
terms as the claims of other creditors. 

n. Claims shall not be proved against a bankrupt estate subse- 
quent to one year after the adjudication; or if they are liqui- 
dated by litigation and the final judgment therein is rendered 
within thirty days before or after the expiration of such time, 
then within sixty days after the rendition of such judgment: 
Provided, That the right of infants and insane persons without 
guardians, without notice of the proceedings, may continue six 
months longer. 

Sect. 58. Notices to Creditors. — a. Creditors shall have at 
least ten days' notice by mail, to their respective addresses as 
they appear in the list of creditors of the bankrupt, or as after- 
wards filed with the papers in the care by the creditors, unless 
they waive notice in writing, of (1) all examinations of the 
bankrupt; (2) all hearings upon applications for the confirma- 
tion of compositions ; (3) all meetings of creditors ; (4) all pro- 
posed sales of property; (5) the declaration and time of pay- 
ment of dividends; (6) the filing of the final accounts of the 
trustee, and the time when and the place where they will be 
examined and passed upon; (7) the proposed compromise of any 
controversy; (8) the proposed dismissal of the proceedings and 
(9) there shall be thirty days' notice of all applications for the 
discharge of bankrupts.^ 

b. Notice to creditors of the first meeting shall be published 
at least once, and may be published such number of additional 
times as the court may direct; the last publication shall be at 
least one week prior to the date fixed for the meeting. Other 
notices may be published as the court shall direct. 

iThe foregoing clause (9) was inserted by the Amendment of 1910. Be- 
fore the Amendment of 1910 clause (2) ended with the additional words: 
"or the discharge of bankrupts." 
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c. All notices shall be given by the referee, unless otherwise 
ordered by the judge. 

Sect. 59. Who may File and Dismiss Petitions. — a. Any 
qualified person may file a petition to be adjudged a voluntary 
bankrupt. 

h. Three or more creditors who have provable claims against 
any person which amount in the aggregate, in excess of the value 
of securities held by them, if any, to five hundred dollars or 
over, or if all of the creditors of such persons are less than 
twelve in number, then one of such creditors whose claim equals 
such amount may file a petition to have him adjudged a bank- 
rupt. 

c. Petitions shall be filed in duplicate, one copy for the clerk 
and one for service on the bankrupt. 

d. If it be averred in the petition that the creditors of the 
bankrupt are less than twelve in number, and less than three 
creditors have joined as petitioners therein, and the answer avers 
the existence of a larger number of creditors, there shall be filed 
with the answer a list under oath of all the creditors, with their 
addresses, and thereupon the court shall cause all such creditors 
to be notified of the pendency of such petition and shall delay 
the hearing upon such petition for a reasonable time, to the end 
that parties in interest shall have an opportunity to be heard; 
if upon such hearing it shall appear that a sufficient number 
have joined in such petition, or if prior to or during such hear- 
ing a sufficient number shall join therein, the case may be pro- 
ceeded with, but otherwise it shall be dismissed. 

e. In computing the number of creditors of a bankrupt for 
the purpose of determining how many creditors must join in 
the petition, such creditors as were employed by him at the time 
of the filing of the petition, or are related to him by consan- 
guinity or affinity within the third degree, as determined by the 
common law, and have not joined in the petition, shall not be 
counted. 

/. Creditors other than original petitioners may at any time 
enter their appearance and join in the petition, or file an answer 
and be heard in opposition to the prayer of the petition. 

a A voluntary or involuntary petition shall not be dismissed 
by the petitioner or petitioners or for want of prosecution or by 
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consent of parties until after notice to the creditors/ and to 
that end the court shall, before entertaining an application for 
dismissal, require the bankrupt to file a list, under oath, of all 
his creditors, with their addresses, and shall cause notice to be 
sent to all such creditors of the pendency of such application, 
and shall delay the hearing thereon for a reasonable time to 
allow all creditors and parties in interest opportunity to be 
heard. 

Sect. 60. Peefebeed Creditoes. — a. A person shall be deemed 
to have given a preference if, being insolvent, he has, within 
four months before the filing of the petition, or after the filing 
of the petition and before the adjudication, procured or suffered 
a judgment to be entered against himself in favor of any per- 
son, or made a transfer of any of his property, and the effect of 
the enforcement of such judgment or transfer will be to enable 
any one of his creditors to obtain a greater percentage of his 
debt than any other of such creditors of the same class. "Where 
the preference consists in a transfer, such period of four months 
shall not expire until four months after the date of the record- 
ing or registering of the transfer, if by law such recording or 
registering is required.^ 

b. If a bankrupt shall have procured or suffered a judgment 
to be entered against him in favor of any person or have made 
a transfer of any of his property, and if, at the time of the trans- 
fer, or of the entry of the judgment, or of the recording or reg- 
istering of the transfer if by law recording or registering thereof 
is required, and being within four months before the filing of 
the petition in bankruptcy or after the filing thereof and before 
the adjudication, the bankrupt be insolvent and the judgment 
or transfer then operate as a preference, and the person receiv- 
ing it or to be benefited thereby, or his agent acting therein, shall 
then have reasonable cause to believe that the enforcement of 
such judgment or transfer would effect a preference, it shall be 

1 The succeeding portion of subdivision g was added by the Amendment 
of 1910. 

2 Before the Amendment of 1903 the reading of the subdivision was : o. 
A person shall be deemed to have given a preference if, being insolvent, he 
has procured or suffered a judgment to be entered against himself in favor 
of any person, or made a transfer of any of his property, and the effect of 
the enforcement of such judgment or transfer will be to enable any one 
of his creditors to obtain a greater percentage of his debt than any other 
of such creditors of the same class. 
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voidable by the trustee and he may recover the property or its 
value from such person. And for the purpose of such recovery 
any court of bankruptcy, as hereinbefore defined, and any state 
court which would have had jurisdiction if bankruptcy had not 
intervened, shall have concurrent jurisdiction.^ 

c. If a creditor has been preferred, and afterwards in good 
faith gives the debtor further credit without security of any 
kind for property which becomes a part of the debtor's estates, 
the amount of such new credit remaining unpaid at the time of 
the adjudication in bankruptcy may be set off against the 
amount which would otherwise be recoverable from him. 

d. If a debtor shall directly or indirectly, in contemplation of 
the filing of a petition by or against him, pay money or transfer 
property to an attorney and counsellor at law, a solicitor in 
equity, or proctor in admiralty for services to be rendered, the 
transaction shall be re-examined by the court on petition of the 
trustee or any creditor and shall only be held valid to the ex- 
tent of a reasonable amount to be determined by the court, and 
the excess may be recovered by the trustee for the benefit of the 
estate. 

VII. ESTATES. 

Sect. 61. Depositoeies for Monet. — a. Courts of bankruptcy 
shall designate, by order, banking institutions as depositories 
for the money of bankrupt estates, as convenient as may be to 
the residences of trustees, and shall require bonds to the United 
States, subject to their approval, to be given by such banking 
institutions, and may from time to time, as occasion may re- 
quire, by like order increase the number of depositories or the 
amount of any bond or change such depositories. 

iThe original reading of this subdivision was: 6. If a bankrupt shall 
have given a preference within four months before the filing of a petition, 
or after the filing of the petition and before the adjudication, and the 
person receiving it, or to be benefited thereby, or his agent acting therein, 
shall have had reasonable cause to believe that it was intended thereby 
to give a preference, it shall be voidable by the trustee, and he may recover 
the property or its value from such person. 

The words "within four months, before the filing of a petition or after 
the filing of the petition and before the adjudication" were struck out by 
the Amendment of 1903 and the following words were added to the sub- 
division: "And, for the purpose of such recovery any court of bankruptcy 
as hereinbefore defined, and any State court, which would have had juris- 
diction if bankruptcy had not intervened, shall have concurrent juris- 
diction." In 1910 this subdivision was amended to its present form. 
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Sect. 62. Expenses op Administering Estates. — a. The 
actual and necessary expenses incurred by officers in the admin- 
istration of estates shall, except where other provisions are made 
for their payment, be reported in detail, under oath, and exam- 
ined and approved or disapproved by the court. If approved, 
they shall be paid or allowed out of the estates in which they 
were incurred. 

Sect. 63. Debts which may be proved. — a. Debts of the 
bankrupt may be proved and allowed against his estate which 
are (1) a fixed liability, as evidenced by a judgment or an in- 
strument in writing, absolutely owing at the time of the filing 
of the petition against him, whether then payable or not, with 
any interest thereon which would have been recoverable at that 
date or with a rebate of interest upon sueh as were not then 
payable and did not bear interest; (2) due as costs taxable 
against an involuntary bankrupt who was at the time of the 
filing of the petition against him plaintiff in a cause of action 
which would pass to the trustee and which the trustee declines 
to prosecute after notice; (3) founded upon a claim for taxable 
costs incurred in good faith by a creditor before the filing of the 
petition in an action to recover a provable debt; (4) founded 
upon an open account, or upon a contract expressed or implied ; 
and (5) founded upon provable debts reduced to judgments 
after the filing of the petition and before the consideration of the 
bankrupt's application for a discharge, less costs incurred and 
interests accrued after the filing of the petition and up to the 
time of the entry of such judgments. 

b. Unliquidated claims against the bankrupt may, pursuant 
to application to the court, be liquidated in such manner as it 
shall direct, and may thereafter be proved and allowed against 
his estate. 

Sect. 64. Debts which have Priority. — a. The court shall 
order the trustee to pay all taxes legally due and owing by the 
bankrupt to the United States, State, county, district, or munici- 
pality in advance of the payment of dividends to creditors, and 
upon filing the receipts of the proper public officers for such pay- 
ment he shall be credited with the amount thereof, and in case 
any question arises as to the amount or legality of any such tax 
the same shall be heard and determined by the court. 

i. The debts to have priority, except as herein provided, and 
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to be paid in full out of bankrupt estates, and the order of pay- 
ment shall be (1) the actual and necessary cost of preserving 
the estate subsequent to filing the petition; (2) the filing fees 
paid by creditors in involuntary cases,^ and, where property of 
the bankrupt, transferred or concealed by him either before or 
after the filing of the petition, shall have been recovered for the 
benefit of the estate of the bankrupt by the efforts and at the 
expense of one or more creditors, the reasonable expenses of such 
recovery; (3) the cost of administration, including the fees and 
mileage payable to witnesses as now or hereafter provided by 
the laws of the United States, and one reasonable attorney's fee, 
for the professional services actually rendered, irrespective of 
the number of attorneys employed, to the petitioning creditors 
in involuntary cases, to the bankrupt in involuntary cases while 
performing the duties herein prescribed, and to the bankrupt in 
voluntary cases, as the court may allow; (4) wages due to work- 
men, clerks, travelling or city salesmen " or servants which have 
been earned within three months before the date of the com- 
mencement of proceedings, not to exceed three hundred dollars 
to each claimant; and (5) debts owing to any person who by the 
laws of the States or the United States is entitled to priority. 

c. In the event of the confirmation of a composition being set 
aside, or a discharge revoked, the property acquired by the bank- 
rupt in addition to his estate at the time the composition was 
confirmed or the adjudication was made, shall be applied to the 
payment in full of the claims of creditors for property sold to 
him on credit, in good faith, while such compositioii or discharge 
was in force, and the residue, if any, shall be applied to the pay- 
ment of the debts which were owing at the time of the adjudi- 
cation. 

Sect. 65. Declakation and Payment of Dividends. — a. Divi- 
dends of an equal per centum shall be declared and paid on all 
allowed claims, except such as have priority or are secured. 

6. The first dividend shall be declared within thirty days after 
the adjudication, if the money of the estate in excess of the 
amount necessary to pay the debts which have priority and such 
claims as have not been, but probably will be, allowed equals 
five per centum or more of such allowed claims. Dividends sub- 

iThe succeeding portion of clause (2) was added in 1903. 

2 The Amendment of 1906 added the words "travelling or city salesmen." 
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sequent to the first shall be declared upon like terms as the first 
and as often as the amount shall equal ten per centum or more 
and upon closing the estate. Dividends may be declared oftener 
and in smaller proportions if the judge shall so order :^ Pro- 
vided, That the first dividend shall not include more than fifty 
per centum of the money of the estate in excess of the amount 
necessary to pay the debts which have priority and such claims as 
probably will be allowed : And provided further, That the final 
dividend shall not be declared within three months after the 
first dividend shall be declared. 

c. The rights of creditors who have received dividends, or in 
whose favor final dividends have been declared, shall not be 
affected by the proof and allowance of claims subsequent to the 
date of such payment or declarations of dividends ; but the cred- 
itors proving and securing the allowance of such claims shall be 
paid dividends equal in amount to those already received by the 
other creditors if the estate equals so much before such other 
creditors are paid any further dividends. 

d. Whenever a person shall have been adjudged a bankrupt 
by a court without the United States and also by a court of bank- 
ruptcy, creditors residing within the United States shall first be 
paid a dividend equal to that received in the court without the 
United States by other creditors before creditors who have re- 
ceived a dividend in such courts shall be paid any amounts. 

6. A claimant shall not be entitled to collect from a bankrupt 
estate any greater amount than shall accrue pursuant to the 
provisions of this Act. 

Sect. 66. Unclaimed DivroENDS. — a. Dividends which re- 
main unclaimed for six months after the final dividend has been 
declared shall be paid by the trustee into court. 

&. Dividends remaining unclaimed for one year shall, under 
the direction of the court, be distributed to the creditors whose 
claims have been allowed but not paid in full, and after such 
claims have been paid in full the balance shall be paid to the 
bankrupt: Provided, That in case unclaimed dividends belong 
to minors such minors may have one year after arriving at ma- 
jority to claim such dividends. 

Sect. 67. Liens. — a. Claims which for want of record or for 



'The succeeding portion of the subdivision was added by the Amend- 
ment of 1903. 
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other reasons would not have been valid liens as against the 
claims of the creditors of the bankrupt shall not be liens against 
his estate. 

b. Whenever a creditor is prevented from enforcing his rights 
as against a lien created, or attempted to be created, by his 
debtor, who afterwards becomes a bankrupt, the trustee of the 
estate of such bankrupt shall be subrogated to and may enforce 
such rights of such creditor for the benefit of the estate. 

c. A lien created by or obtained in or pursuant to any suit or 
proceeding at law or in equity, including an attachment upon 
mesne process or a judgment by confession, which was begun 
against a person within four months before the filing of a peti- 
tion in bankruptcy by or against such person shall be dissolved 
by the adjudication of such person to be a bankrupt if (1) it 
appears that said lien was obtained and permitted while the 
defendant was insolvent and that its existence and enforcement 
will work a preference, or (2) the party or parties to be benefited 
thereby had reasonable cause to believe the defendant was in- 
solvent and in contemplation of bankruptcy, or (3) that such 
lien was sought and permitted in fraud of the provisions of this 
Act ; or if the dissolution of such lien would militate against the 
best interests of the estate of such person the same shall not be 
dissolved, but the trustee of the estate of such person, for the 
benefit of the estate, shall be subrogated to the rights of the 
holder of such lien and empoweried to perfect and enforce the 
same in his name as trustee with like force and effect as such 
holder might have done had not bankruptcy proceedings inter- 
vened. 

d. Liens given or accepted in good faith and not in contem- 
plation of or in fraud upon this Act, and for a present consid- 
eration, which have been recorded according to law, if record 
thereof was necessary in order to Impart notice, shall, to the 
extent of such present consideration only,^ not be affected by 
this Act. 

e. That all conveyances, transfers, assignments, or encum- 
brances of his property, or any part thereof, made or given by 
a person adjudged a bankrupt under the provisions of this Act 
subsequent to the passage of this Act and within four months 

iThe Amendment of 1910 inserted the words: "to the extent of such 
present consideration only." 
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prior to the filing of the petition, with the intent and purpose 
on his part to hinder, delay, or defraud his creditors, or any 
of them, shall be null and void as against the creditors of such 
debtor, except as to purchasers in good faith and for a present 
fair consideration; and all property of the debtor conveyed, 
transferred, assigned, or encumbered as aforesaid shall, if he 
be adjudged a bankrupt, and the same is not exempt from exe- 
cution and liability for debts by the law of his domicile, be and 
remain a part of the assets and estate of the bankrupt and shall 
pass to his said trustee, whose duty it shall be to recover and 
reclaim the same by legal proceedings or otherwise for the 
benefit of the creditors. And all conveyances, transfers, or en- 
cumbrances of his property made by a debtor at any time 
within four months prior to the filing of the petition against 
him, and while insolvent, which are held null and void as against 
the creditors of such debtor by the laws of the State, Territory, 
or District in which such property is situate, shall be deemed 
null and void under this Act against the creditors of such debtor 
if he be adjudged a bankrupt, and such property shall pass to 
the assignee and be by him reclaimed and recovered for the bene- 
fit of the creditors of the bankrupt.^ 

For the purpose of such recovery any court of bankruptcy as 
hereinbefore defined, and any State court which would have 
had jurisdiction if bankruptcy had not intervened, shall have 
concurrent jurisdiction. 

/. That all levies, judgments, attachments, or other liens, ob- 
tained through legal proceedings against a person who is insol- 
vent, at any time within four months prior to the filing of a peti- 
tion in bankruptcy against him, shall be deemed null and void in 
ease he is adjudged a bankrupt, and the property affected by 
the levy, judgment, attachment, or other lien shall be deemed 
wholly discharged and released from the same, and shall pass 
to the trustee as a part of the estate of the bankrupt, unless the 
court shall, on due notice, order that the right under such levy, 
judgment, attachment, or other lien shall be preserved for the 
benefit of the estate ; and thereupon the same may pass to and 
shall be preserved by the trustee for the benefit of the estate as 
aforesaid. And the court may order such conveyance as shall 

•The Amendment of 1903 added the succeeding portion of this subdi- 
vision. 
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be necessary to carry the purposes of this section into effect: 
Provided, That nothing herein contained shall have the effect to 
destroy or impair the title obtained by such levy, judgment, at- 
tachment, or other lien, of a bona fide purchaser for value who 
shall have acquired the same without notice or reasonable cause 
for inquiry. 

Sect. 68. Set-opps and Counterclaims. — a. In all cases of 
mutual debts or mutual credits between the estate of a bankrupt 
and a creditor the account shall be stated and one debt shall be 
set off against the other, and the balance only shall be allowed 
or paid. 

6. A set-off or counterclaim shall not be allowed in favor of 
any debtor of the bankrupt which (1) is not provable against 
the estate; or (2) was purchased by or transferred to him after 
the filing of the petition, or within four months before such 
filing, with a view to such use and with knowledge or notice 
that such bankrupt was insolvent, or had committed an act of 
bankruptcy. 

Sect. 69. Possession op Propbett. — a. A judge may, upon 
satisfactory proof, by affidavit, that a bankrupt against whom 
an involuntary petition has been filed and is pending has com- 
mitted an act of bankruptcy, or has neglected or is neglecting, 
or is about to so neglect his property that it has thereby deterio- 
rated or is thereby deteriorating or is about thereby to deterio- 
rate in value, issue a warrant to the marshal to seize and hold 
it subject to further orders. Before such warrant is issued the 
petitioners applying therefor shall enter into a bond in such an 
amount as the judge shall fix, with such sureties as he shall ap- 
prove, conditioned to indemnify such bankrupt for such damages 
as he shall sustain in the event such seizure shall prove to have 
been wrongfully obtained. Such property shall be released, if 
such bankrupt shall give bond in a sum which shall be fixed by 
the judge, with such sureties as he shall approve, conditioned to 
turn over such property, or pay the value thereof in money to 
the trustee, in the event he is adjudged a bankrupt pursuant to 
such petition. 

Sect. 70. Title to Property. — o. The trustee of the estate 
of a bankrupt, upon his appointment and qualification, and his 
successor or successors, if he shall have one or more, upon his 
or their appointment and qualification, shall in turn be vested 
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by operation of law with the title of the bankrupt, as of the 
date he was adjudged a bankrupt, except in so far as it is to 
property which is exempt, to all (1) documents relating to his 
property; (2) interests in patents, patent rights, copyrights, 
and trade-marks; (3) powers which he might have exercised for 
his own benefit, but not those which he might have exercised 
for some other person ; (4) property transferred by him in fraud 
of his creditors; (5) property which prior to the filing of the 
petition he could by any means have transferred or which might 
have been levied upon and sold under judicial process against 
him: Provided, That when any bankrupt shall have any insur- 
ance policy which has a cash surrender value payable to himself, 
his estate, or personal representatives, he may, within thirty 
days after the cash surrender value has been ascertained and 
stated to the trustee by the company issuing the same, pay or 
secure to the trustee the sum so ascertained and stated, and con- 
tinue to hold, own, and carry such policy free from the claims 
of the creditors participating in the distribution of his estate 
under the bankruptcy proceedings, otherwise the policy shall 
pass to the trustee as assets; and (6) rights of action arising 
upon contracts or from the unlawful taking or detention of, or 
injury to, his property. 

&. All real and personal property belonging to bankrupt es- 
tates shall be appraised by three disinterested appraisers; they 
shall be appointed by, and report to, the court. Real and per- 
sonal property shall, when practicable, be sold subject to the 
approval of the court; it shall not be sold otherwise than sub- 
ject to the approval of the court for less than seventy-five per 
centum of its appraised value. 

c. The title to property of a bankrupt estate which has been 
sold, as herein provided, shall be conveyed to the purchaser by 
the trustee. 

d. Whenever a composition shall be set aside, or discharge re- 
voked, the trustee shall, upon his appointment and qualification, 
be vested as herein provided with the title to all of the property 
of the bankrupt as of the date of the final decree setting aside 
the composition or revoking the discharge. 

e. The trustee may avoid any transfer by the bankrupt of his 
property which any creditor of such bankrupt might have 
avoided, and may recover the property so transferred, or its 
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value, from the person to whom it was transferred, unless he 
was a bona fide holder for value prior to the date of the adjudi- 
cation. Such property may be recovered or its value collected 
from whoever may have received it, except a bona fide holder 
for value.^ For the purpose of such recovery any court of 
bankruptcy as hereinbefore defined, and any State court which 
would have had jurisdiction, if bankruptcy had not intervened, 
shall have concurrent jurisdiction. 

/. Upon the confirmation of a composition offered by a bank- 
rupt, the title to his property shall thereupon reinvest in him. 

Sect. 71. That the clerks of the several district courts of the 
United States shall prepare and keep in their respective offices 
complete and convenient indexes of all petitions and discharges 
in bankruptcy heretofore or hereafter filed in the said courts, 
and shall, when requested so to do, issue certificates of search 
certifying as to whether or not any such petitions or discharges 
have been filed ; and said clerks shall be entitled to receive for 
such certificates the same fees as now allowed by law for cer- 
tificates as to judgments in said courts: Provided, That said 
bankruptcy indexes and dockets shall at all times be open to 
inspection and examination by all persons or corporations with- 
out any fee or charge therefor.^ 

Sect. 72. That neither the referee, receiver, marshal, nor 
trustee shall in any form or guise receive, nor shall the court 
allow him, any other or further compensation for his services 
than that expressly authorized and prescribed in this Act.* 

Effect of Bankbupt Act on Proceedings under State 
Laws. — a. This Act shall go into full force and effect upon its 
passage: Provided, however, That no petition for voluntary 
bankruptcy shall be filed within one month of the passage 
thereof, and no petition for involuntary bankruptcy shall be 
filed within four months of the passage thereof. 

i. Proceedings commenced under State insolvency laws before 
the passage of this Act shall not be affected by it.* 

Approved July 1, 1898. 

1 The succeeding portion of this subdivision was added by the Amend- 
ment of 1903. 

2 Section 71 was added in 1903. 

3 Section 72 was added in 1903, except the words "receiver, marshal," 
which were inserted by the Amendment of 1910. 

* The Acts of 1903 and 1910 contain provisions excluding from their ap- 
plication cases pending at the time of their enactment. 
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SUPREME COURT OF THE UNITED STATES 
October Teem, 1898. 

In pursuance of the powers conferred by the Constitution and 
laws upon the Supreme Court of the United States, and par- 
ticularly by the act of Congress approved July 1, 1898, entitled 
"An act to establish a uniform system of bankruptcy through- 
out the United States," it is ordered on this 28th day of No- 
vember, 1898, that the following rules be adopted and established 
as general orders in bankruptcy, to take effect on the first Mon- 
day, being the second day, of January, 1899. And it is further 
ordered that all proceedings in bankruptcy had before that day, 
in accordance with the act last aforesaid, and being in substan- 
tial conformity either with the provisions of these general orders, 
or else with the general orders established by this court under 
the bankrupt act of 1867 and with any general rules or special 
orders of the courts in bankruptcy, stand good, subject, how- 
ever, to such further regulation by rule or order of those courts 
as may be necessary or proper to carry into force and effect the 
bankrupt act of 1898 and the general orders of this court. 

I. DOCKET. 

The clerk shall keep a docket, in which the cases shall be en- 
tered and numbered in the order in which they are commenced. 
It shall contain a memorandum of the filing of the petition and 
of the action .of the court thereon, of the reference of the case 
to the referee, and of the transmission by him to the clerk of 
his certified record of the proceedings, with the dates thereof, 
and a memorandum of all proceedings in the case except those 
duly entered on the referee's certified record aforesaid. The 
docket shall be arranged in a manner convenient for reference, 
and shall at all times be open to public inspection. 
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11. FILING OP PAPERS. 

The clerk or the referee shall indorse on each paper filed with 
him the day and hour of filing, and a brief statement of its 
character. 

III. PEOCESS. 

All process, summons and subpoenas shall issue out of the 
court, under the seal thereof, and be tested by the clerk; and 
blanks, with the signature of the clerk and seal of the court, 
may, upon application, be furnished to the referees. 

IV. CONDUCT OP PROCEEDINGS. 

Proceedings in bankruptcy may be conducted by the bankrupt 
in person in his own behalf, or by a petitioning or opposing 
creditor; but a creditor will only be allowed to manage before 
the court his individual interest. Every party may appear and 
conduct the proceedings by attorney, who shall be an attorney 
or counselor authorized to practise in the circuit court or dis- 
trict court. The name of the attorney or counselor, with his 
place of business, shall be entered upon the docket, with the date 
of the entry. All papers or proceedings offered by an attorney 
to be filed shall be indorsed as above required, and orders 
granted on motion shall contain the name of the party or attor- 
ney making the motion. Notices and orders which are not, by 
the act or by these general orders, required to be served on the 
party personally may be served upon his attorney. 

v. FRAME OF PETITIONS. 

All petitions and the schedules filed therewith shall be printed 
or written out plainly, without abbreviation or interlineation, 
except where such abbreviation and interlineation may be for 
the purpose of reference. 

VI. PETITIONS IN DIFFERENT DISTRICTS. 

In case two or more petitions shall be filed against the same 
individual in different districts, the first hearing shall be had in 
the district in which the debtor has his domicile, and the petition 
may be amended by inserting an allegation of an act of bank- 
ruptcy committed at an earlier date than that first alleged, if 
such earlier act is charged in either of the other petitions ; and in 
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case of two or more petitions against the same partnership in 
different courts, each having jurisdiction over the case, the peti- 
tion first filed shall be first heard, and may be amended by the 
insertion of an allegation of an earlier act of bankruptcy than 
that first alleged, if such earlier act is charged in either of the 
other petitions; and, in either case, the proceedings upon the 
other petitions may be stayed until an adjudication is made 
upon the petition first heard; and the court which makes the 
first adjudication of bankruptcy shall retain jurisdiction over 
all proceedings therein until the same shall be closed. In case 
two or more petitions shall be filed in different districts by dif- 
ferent members of the same partnership for an adjudication of 
the bankruptcy of said partnership, the court in which the peti- 
tion is first filed, having jurisdiction, shall take and retain juris- 
diction over all proceedings in such bankruptcy until the same 
shall be closed; and if such petitions shall be filed in the same 
district, action shall be first had upon the one first filed. But 
the court so retaining jurisdiction shall, if satisfied that it is for 
the greatest convenience of parties in interest that another of 
said courts should proceed with the cases, order them to be trans- 
ferred to that court. 

Vn. PEIOEITT OF PETITIONS. 

Whenever two or more petitions shall be filed by creditors 
against a common debtor, alleging separate acts of bankruptcy 
committed by said debtor on different days within four months 
prior to the filing of said petitions, and the debtor shall appear 
and show cause against an adjudication of bankruptcy against 
him on the petitions, that petition shall be first heard and tried 
which alleges the commission of the earliest act of bankruptcy; 
and in case the several acts of bankruptcy are alleged in the 
different petitions to have been committed on the same day, the 
court before which the same are pending may order them to be 
consolidated, and proceed to a hearing as upon one petition ; and 
if an adjudication of bankruptcy be made upon either petition, 
or for the commission of a single act of bankruptcy, it shall not 
be necessary to proceed to a hearing upon the remaining peti- 
tions, unless proceedings be taken by the debtor for the purpose 
of causing such adjudication to be annulled or vacated. 
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VIII. PROCEEDINGS IN PARTNEESHIP CASES. 

Any member of a partnership, who refuses to join in a peti- 
tion to have the partnership declared bankrupt, shall be entitled 
to resist the prayer of the petition in the same manner as if the 
petition had been filed by a creditor of the partnership, and 
notice of the filing of the petition shall be given to him in the 
same manner as provided by law and by these rules in the case 
of a debtor petitioned against ; and he shall have the right to ap- 
pear at the time fixed by the court for the hearing^ of the peti- 
tion, and to make proof, if he can, that the partnership is not 
insolvent or has not committed an act of bankruptcy, and to 
make all defenses which any debtor proceeded against is en- 
titled to take by the provisions of the act ; and in case an adju- 
dication of bankruptcy is made upon the petition, such partner 
shall be required to file a schedule of his debts and an inventory 
of his property in the same manner as is required by the act in 
cases of debtors against whom adjudication of bankruptcy shall 
be made. 

IX. SCHEDULE IN INVOLUNTARY BANKRUPTCY. 

In all cases of involuntary bankruptcy in which the bankrupt 
is absent or cannot be found, it shall be the duty of the petition- 
ing creditor to file, within five days after the date of the adjudi- 
cation, a schedule giving the names and places of residence of 
all the creditors of the bankrupt, according to the best informa- 
tion of the petitioning creditor. If the debtor is found, and is 
served with notice to furnish a schedule of his creditors and 
fails to do so, the petitioning creditor may apply for an attach- 
ment against the debtor, or may himself furnish such schedule 
as aforesaid. 

X. INDEMNITY FOR EXPENSES. 

Before incurring any expense in publishing or mailing notices 
or in traveling, or in procuring the attendance of witnesses, or 
in perpetuating testimony, the clerk, marshal or referee may re- 
quire, from the bankrupt or other person in whose behalf the 
duty is to be performed, indemnity for such expense. Money 
advanced for this purpose by the bankrupt or other person shall 
be repaid him out of the estate as part of the cost of adminis- 
tering the same. 
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XI. AMENDMENTS. 

The court may allow amendments to the petition and schedules 
on application of the petitioner. Amendments shall be printed 
or written, signed and verified, like original petitions and sched- 
ules. If amendments are made to separate schedules, the same 
must be made separately, with proper references. In the appli- 
cation for leave to amend, the petitioner shall state the cause of 
the error in the paper originally filed. 

XII. DUTIES OF KBPEEEE. 

1. The order referring a case to a referee shall name a day 
upon which the bankrupt shall attend before the referee; and 
from that day the bankrupt shall be subject to the orders of the 
court in all matters relating to his bankruptcy, and may receive 
from the referee a protection against arrest, to continue until 
the final adjudication on his application for a discharge, unless 
suspended or vacated by order of the court. A copy of the or- 
der shall forthwith be sent by mail to the referee, or be deliv- 
ered to him personally by the clerk or other ofiScer of the court. 
And thereafter all the proceedings, except such as are required 
by the act or by these general orders to be had before the judge, 
shall be had before the referee. 

2. The time when and the place where the referees shall act 
upon the matters arising under the several cases referred to them 
shall be fixed by special order of the judge, or by the referee ; 
and at such times and places the referees may perform the duties 
which they are empowered by the act to perform. 

3. Applications for a discharge, or for the approval of a com- 
position, or for an injunction to stay proceedings of a court or 
ofScer of the United States or of a State, shall be heard and de- 
cided by the judge. But he may refer such an application, or 
any specified issue arising thereon, to the referee to ascertain 
and report the facts. 

Xm. APPOINTMENT AND REMOVAL OP TRUSTEE. 

The appointment of a trustee by the creditors shaU be subject 
to be approved or disapproved by the referee or by the judge ; 
and he shall be removable by the judge only. 
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XIV. NO OFFICIAL OE GENERAL TRUSTEE. 

No official trustee shall be appointed by the court, nor any 
general trustee to act in classes of cases. 

XV. TRUSTEE NOT APPOINTED IN CERTAIN CASES. 

If the schedule of a voluntary bankrupt discloses no assets, 
and if no creditor appears at the first meeting, the court may, 
by order setting out the facts, direct that no trustee be ap- 
pointed ; but at any time thereafter a trustee may be appointed, 
if the court shall deem it desirable. If no trustee is appointed 
as aforesaid, the court may order that no meeting of the cred- 
itors other than the first meeting shall be called. 

XVI. NOTICE TO TRUSTEE OP HIS APPOINTMENT. 

It shall be the duty of the referee, immediately upon the ap- 
pointment and approval of the trustee, to notify him in person 
or by mail of his appointment; and the notice shall require 
the trustee forthwith to notify the referee of his acceptance or 
rejection of the trust, and shall contain a statement of the penal 
sum of the trustee 's bond. 

XVn. DUTIES OF TRUSTEE. 

The trustee shall, immediately upon entering upon his duties, 
prepare a complete inventory of all the property of the bankrupt 
that comes into his possession. The trustee shall make report to 
the court, within twenty days after receiving the notice of his 
appointment, of the articles set off to the bankrupt by him, ac- 
cording to the provisions of the forty-seventh section of the act, 
with the estimated value of each article, and any creditor may 
take exceptions to the determination of the trustee within twenty 
days after the filing of the report. The referee may require the 
exceptions to be argued before him, and shall certify them to 
the court for final determination at the request of either party. 
In case the trustee shall neglect to file any report or statement 
which it is made his duty to file or make by the act, or by any 
general order in bankruptcy, within five days after the same 
shall be due, it shall be the duty of the referee to make an order 
requiring the trustee to show cause before the judge, at a time 
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specified in the order, why he should not be removed from office. 
The referee shall cause a copy of the order to be served upon 
the trustee at least seven days before the time fixed for the hear- 
ing, and proof of the service thereof to be delivered to the clerk. 
All accounts of trustees shall be referred as of course to the 
referee for audit, unless otherwise specially ordered by the court. 

XVIII. SALE OF PEOPEETY. 

1. All sales shall be by public auction unless otherwise or- 
dered by the courti 

2. Upon application to the court, and for good cause shown, 
the trustee may be authorized to sell any specified portion of the 
bankrupt's estate at private sale; in which case he shall keep an 
accurate account of each article sold, and the price received 
therefor, and to whom sold; which account he shall file at once 
with the referee. 

3. Upon petition by a bankrupt, creditor, receiver or trustee, 
setting forth that a part or the whole of the bankrupt's estate 
is perishable, the nature and location of such perishable estate, 
and that there will be loss if the same is not sold immediately, 
the court, if satisfied of the facts stated and that the sale is re- 
quired in the interest of the estate, may order the same to be 
sold, with or without notice to the creditors, and the proceeds 
to be deposited in court. 

XIX. ACCOUNTS OF MARSHAL. 

The marshal shall make return, under oath, of his actual and 
necessary expenses in the service of every warrant addressed to 
him, and for custody of property, and other services, and other 
actual and necessary expenses paid by him, with vouchers there- 
for whenever practicable, and also with a statement that the 
amounts charged by him are just and reasonable. 

XX. PAPERS FILED AFTER REFERENCE. 

Proofs of claims and other papers filed subsequently to the 
reference, except such as call for action by the judge, may be 
filed either with the referee or with the clerk. 
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XXI. PEOOF OP DEBTS. 



1. Depositions to prove claims against a bankrupt's estate 
shall be correctly entitled in the court and in the cause. When 
made to prove a debt due to a partnership, it must appear on 
oath that the deponent is a member of the partnership; when 
made by an agent, the reason the deposition is not made by the 
claimant in person must be stated; and when made to prove a 
debt due to a corporation, the deposition shall be made by the 
treasurer, or, if the corporation has no treasurer, by the ofScer 
whose duties most nearly correspond to those of treasurer. Dep- 
ositions to prove debts existing in open account shall state 
when the debt became or will become due ; and if it consists of 
items maturing at different dates the average due date shall be 
stated, in default of which it shall not be necessary to compute 
interest upon it. All such depositions shall contain an averment 
that no note has been received for such account, nor any judg- 
ment rendered thereon. Proofs of debt received by any trustee 
shall be delivered to the referee to whom the cause is referred. 

2. Any creditor may file with the referee a request that all 
notices to which he may be entitled shall be addressed to him at 
any place, to be designated by the postoffice box or street num- 
ber, as he may appoint; and thereafter, and until some other 
designation shall be made by such creditor, all notices shall be 
so addressed; and in other cases notices shall be addressed as 
specified in the proof of debt. 

3. Claims which have been assigned before proof shall be sup- 
ported by a deposition of the owner at the time of the com- 
mencement of proceedings, setting forth the true consideration 
of the debt and that it is entirely unsecured, or if secured, the 
security, as is required in proving secured claims. Upon the 
filing of satisfactory proof of the assignment of a claim proved 
and entered on the referee's docket, the referee shall immedi- 
ately give notice by mail to the original claimant of the filing 
of such proof of assignment; and, if no objection be entered 
within ten days, or within further time allowed by the referee, 
he shall make an order subrogating the assignee to the original 
claimant. If objection be made, he shall proceed to hear and de- 
termine the matter. 

4. The claims of persons contingently liable for the bankrupt 
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may be proved in the name of the creditor when known by the 
party contingently liable. When the name of the creditor is un- 
known, such claim may be proved in the name of the party con- 
tingently liable ; but no dividend shall be paid upon such claim, 
except upon satisfactory proof that it will diminish pro tanto the 
original debt. 

5. The execution of any letter of attorney to represent a cred- 
itor, or of an assignment of claim after proof, may be proved or 
acknowledged before a referee, or a United States commissioner, 
or a notary public. When executed on behalf of a partnership 
or of a corporation, the person executing the instrument shall 
make oath that he is a member of the partnership, or a duly 
authorized officer of the corporation on whose behalf he acts. 
When the person executing is not personally known to the officer 
taking the proof or acknowledgment, his identity shall be estab- 
lished by satisfactory proof. 

6. When the trustee or any creditor shall desire the re-exami- 
nation of any claim filed against the bankrupt's estate, he may 
apply by petition to the referee to whom the case is referred for 
an order for such re-examination, and thereupon the referee 
shall make an order fixing a time for hearing the petition, of 
which due notice shall be given by mail addressed to the creditor. 
At the time appointed the referee shall take the examination of 
the creditor, and of any witnesses that may be called by either 
party, and if it shall appear from such examination that the 
claim ought to be expunged or diminished, the referee may order 
accordingly. 

XXII. TAKING OF TESTIMONY. 

The examination of witnesses before the referee may be eon- 
ducted by the party in person or by his counsel or attorney, and 
the witnesses shall be subject to examination and cross-exami- 
nation, which shall be had in conformity with the mode now 
adopted in courts of law. A deposition taken upon an examina- 
tion before a referee shall be taken down in writing by him, or 
under his direction, in the form of narrative, unless he deter- 
mines that the examination shall be by question and answer. 
When completed it shall be read over to the witness and signed 
by him in the presence of the referee. The referee shall note 
upon the deposition any question objected to, with his decision 
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thereon; and the court shall have power to deal with the costs 
of incompetent, immaterial, or irrelevant depositions, or parts 
of them, as may be just. 

XXin. ORDERS OF REFEREE. 

In all orders made by a referee, it shall be recited, according 
as the fact may be, that notice was given and the manner thereof ; 
or that the order v/as made by consent; or that no adverse in- 
terest was represented at the hearing; or that the order was 
made after hearing adverse interests. 

XXIV. TRANSMISSION OF PROVED CLAIMS TO CLERK. 

The referee shall forthwith transmit to the clerk a list of the 
claims proved against an estate, with the names and addresses of 
the proving creditors. 

XXV. SPECIAL MEETING OF CREDITORS. 

Whenever, by reason of a vacancy in the ofSce of trustee, or 
for any other cause, it becomes necessary to call a special meet- 
ing of the creditors in order to carry out the purposes of the act, 
the court may call such a meeting, specifying in the notice the 
purpose for which it is called. 

XXVI. ACCOUNTS OF REFEREE. 

Every referee shall keep an accurate account of his traveling 
and incidental expenses, and of those of any clerk or any officer 
attending him in the performance of his duties in any case which 
may be referred to him ; and shall make return of the same under 
oath to the judge, with proper vouchers when vouchers can be 
procured, on the first Tuesday in each month. 

XXVII. REVIEW BY JUDGE. 

When a bankrupt, creditor, trustee, or other person shall de- 
sire a review by the judge of any order made by the referee, he 
shall file with the referee his petition therefor, setting out the 
error complained of; and the referee shall forthwith certify to 
the judge the question presented, a summary of the evidence re- 
lating thereto, and the finding and order of the referee thereon. 
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XXVm. EEDEMPTION OF PROPERTY AND COMPOUNDING 
OP CLAIMS. 

"Whenever it may be deemed for the benefit of the estate of a 
bankrupt to redeem and discharge any mortgage or other pledge, 
or deposit or lien, upon any property, real or personal, or to re- 
lieve said property from any conditional contract, and to tender 
performance of the conditions thereof, or to compound and 
settle any debts or other claims due or belonging to the estate 
of the bankrupt, the trustee, or the bankrupt, or any creditor 
who has proved his debt, may file his petition therefor; and 
thereupon the court shall appoint a suitable time and place for 
the hearing thereof, notice of which shall be given as the court 
shall direct, so that all creditors and other persons interested 
may appear and show cause, if any they have, why an order 
should not be passed by the court upon the petition authorizing 
such act on the part of the trustee. 

XXIX. PAYMENT OF MONEYS DEPOSITED. 

No moneys deposited as required by the act shall be drawn 
from the depository unless by check or warrant, signed by the 
clerk of the court, or by a trustee, and countersigned by the 
judge of the court, or by a referee designated for that purpose, 
or by the clerk or his assistant under an order made by the 
judge, stating the date, the sum, and the account for which it is 
drawn ; and an entry of the substance of such check or warrant, 
with the date thereof, the sum drawn for, and the account for 
which it is drawn, shall be forthwith made in a book kept for 
that purpose by the trustee or his clerk; and all checks and 
drafts shall be entered in the order of time in which they are 
drawn, and shall be numbered in the case of each estate. A copy 
of this general order shall be furnished to the depository, and 
also the name of any referee or clerk authorized to countersign 
said checks. 

XXX. IMPRISONED DEBTOR. 

If, at the time of preferring his petition, the debtor shall be 
imprisoned, the court, upon application, may order him to be 
produced upon habeas corpus, by the jailor or any officer in 
whose custody he may be, before the referee, for the purpose 
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of testifying in any matter relating to his bankruptcy; and, if 
committed after the filing of his petition upon process in any 
civil action founded upon a claim provable in bankruptcy, the 
court may, upon like application, discharge him from such im- 
prisonment. If the petitioner, during the pendency of the pro- 
ceedings in bankruptcy, be arrested or imprisoned upon process 
in any civil action, the district court, upon his application, may 
issue a right of habeas corpus to bring him before the court to 
ascertain whether such process has been issued for the collection 
of any claim provable in bankruptcy, and if so provable he shall 
be discharged; if not, he shall be remanded to the custody in 
which he may lawfully be. Before granting the order for dis- 
charge the court shall cause notice to be served upon the creditor 
or his attorney, so as to give him an opportunity of appearing 
and being heard before the granting of the order. 

XXXI. PETITION FOE DISCHARGE. 

The petition of a bankrupt for a discharge shall state con- 
cisely, in accordance with the provisions of the act and the orders 
of the court, the proceedings in the case and the acts of the bank- 
rupt. 

XXXn. OPPOSITION TO DISCHARGE OR COMPOSITION. 

A creditor opposing the application of a bankrupt for his dis- 
charge, or for the confirmation of a composition, shall enter his 
appearance in opposition thereto on the day when the creditors 
are required to show cause, and shall file a specification in writ- 
ing of the grounds of his opposition within ten days thereafter, 
unless the time shall be enlarged by special order of the judge. 

XXXIII. 'arbitration. 
Whenever a trustee shall make application to the court for 
authority to submit a controversy arising in the settlement of a 
demand against a bankrupt's estate, or for a debt due to it, to 
the determination of arbitrators, or for authority to compound 
and settle such controversy by agreement with the other party, 
the application shall clearly and distinctly set forth the subject- 
matter of the controversy, and the reasons why the trustee thinks 
it proper and most for the interest of the estate that the con- 
troversy should be settled by arbitration or otherwise. 
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XXXIV. COSTS IN CONTESTED ADJUDICATIONS. 

In cases of involuntary bankruptcy, when the debtor resists 
an adjudication, and the court, after hearing, adjudges the 
debtor a bankrupt, the petitioning creditor shall recover, and be 
paid out of the estate, the same costs that are allowed to a party 
recovering in a suit in equity ; and if the petition is dismissed, 
the debtor shall recover like costs against the petitioner. 



XXXV. COMPENSATION OF CLERKS, EEPEEEBS AND TRUSTEES. 

1. The fees allowed by the act to clerks shall be in full com- 
pensation for all services performed by them in regard to filing 
petitions or other papers required by the act to be filed with 
them, or in certifying or delivering papers or copies of records 
to referees or other officers, or in receiving or paying out money ; 
but shall not include copies furnished to other persons, or ex- 
penses necessarily incurred in publishing or mailing notices or 
other papers. 

2. The compensation of referees, prescribed by the act, shall 
be in full compensation for all services performed by them under 
the act, or under these general orders; but shall not include 
expenses necessarily incurred by them in publishing or mailing 
notices, in traveling, or in perpetuating testimony, or other ex- 
penses necessarily incurred in the performance of their duties 
tinder the act and allowed by special order of the judge. 

3. The compensation allowed to trustees by the act shall be 
in full compensation for the services performed by them; but 
shall not include expenses necessarily incurred in the perform; 
ance of their duties and allowed upon the settlement of their ac- 
counts. 

4. In any case in which the fees of the clerk, referee and 
trustee are not required by the act to be paid by a debtor before 
filing his petition to be adjudged a bankrupt, the judge, at any 
time during the pendency of the proceedings in bankruptcy, may 
order those fees to be paid out of the estate ; or may, after notice 
to the bankrupt, and satisfactory proof that he then has or can 
obtain the money with which to pay those fees, order him to pay 
them within a time specified, and, if he fails to do so, may order 
his petition to be dismissed. 
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AMENDMENT TO GENEEAL OKDEES IN BANKRUPTCY NO. 35. 

It is ordered by the Court that General Order in Bankruptcy 
No. 35 be amended by adding the following sentence to sub- 
division 4: He may also, pending such proceedings, both in 
voluntary and involuntary cases, order the commissions of ref- 
erees and trustees to he paid immediately after such commis- 
sions accrue and are earned. 

XXXVI. APPEALS. 

1. Appeals from a court of bankruptcy to a circuit court of 
appeals, or to the supreme court of a Territory, shall be allowed 
by a judge of the court appealed from or of the court appealed 
to, and shall be regulated, except as otherwise provided in the 
act, by the rules governing appeals in equity in the courts of the 
United States. 

2. Appeals under the act of the Supreme Court of the United 
States from a circuit court of appeals, or from the supreme court 
of a Territory, or from the supreme court of the District of 
Columbia, or from any court of bankruptcy whatever, shall be 
taken within thirty days after the judgment or decree, and shall 
be allowed by a judge of the court appealed from, or by a justice 
of the Supreme Court of the United States. 

3. In every case in which either party is entitled by the act to 
take an appeal to the Supreme Court of the United States, the 
court from which the appeal lies shall, at or before the time of 
entering its judgment or decree, make and file a finding of the 
facts, and its conclusions of law thereon, stated separately ; and 
the record transmitted to the Supreme Court of the United 
States on such an appeal shall consist only of the pleadings, the 
judgment or decree, the finding of facts, and the conclusions of 
law. 

XXXVn. GENERAL PROVISIONS. 

In proceedings in equity, instituted for the purpose of carry- 
ing into effect the provisions of the act, or for enforcing the 
rights and remedies given by it, the rules of equity practice 
established by the Supreme Court of the United States shall be 
followed as nearly as may be. In proceedings at law, instituted 
for the same purpose, the practice and procedure in cases at law 
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shall be followed as nearly as may be. But the judge may, by 
special order in any case, vary the time allowed for return of 
process, for appearance and pleading, and for taking testimony 
and publication, and may otherwise modify the rules for the 
preparation of any particular case so as to facilitate a speedy 
hearing. 

XXXVra. FOEMS. 

The several forms annexed to these general orders shall be 
observed and used, with such alterations as may be necessary to 
suit the circumstances of any particular case. 



PART III. 

OFFICIAL FORMS IN BANKRUPTCY. 

[Form No. 1.] 

debtor's petition. 

To the Honorable , 

Judge of the District Court of the United States. 

for the District of : 

The petition of , of , in the county of 

, and district and State of , [state occupa- 
tion], respectfully represents: 

That he has had his principal place of business [or has re- 
sided, or has had his domicil] for the greater portion of six 
months next immediately preceding the filing of this petition at 

, within said judicial district; that he owes debts which 

he is unable to pay in full; that he is willing to surrender all his 
property for the benefit of his creditors except such as is ex- 
empt by law, and desires to obtain the benefit of the acts of 
Congress relating to bankruptcy. 

That the schedule hereto annexed, marked A, and verified by 
your petitioner's oaths, contains a full and true statement of aU 
his debts, and (so far as it is possible to ascertain) the names 
and places of residence of his creditors, and such further state- 
ments concerning said debts as are required by the provisions 
of said acts: 

That the schedule hereto annexed, marked B, and verified by 
your petitioner's oath, contains an accurate inventory of all his 
property, both real and personal, and such further statements 
concerning said property as are required by the provisions of 
said acts: 
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Wherefore your petitioner prays that he may be adjudged by 
the court to be a bankrupt within the purview of said acts. 



, Attorney. 

United States of America, District of , ss. : 

I, , the petitioning debtor mentioned and de- 
scribed in the foregoing petition, do hereby make solemn oath 
that the statements contained therein are true according to the 
best of my knowledge, information, and belief. 

, Petitioner. 

Subscribed and sworn to before me this day of , 

A.D.19.. 



[Official character.] 
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Schedule B. (6) 

Books, papers, deeds, and wrUings relating to bankrupt's 
hushTiess and estate. 

The following is a true list of all books, papers, deeds and writings re- 
lating to my trade, business, dealings, estate, and effect^, or any part thereof, 
which, at the date of this petition, are in my possession or under my custody 
and control, or which are m the possession or custody of any person in trust 
for me, or for my iise, benefit, or advantage; and also of all others which 
have been heretofore, at any time, in my possession, or under my custody 
or control, and which are now held by the parties whose names are herein- 
after set forth, with the reason for then: custody of the same. 



Books. 



Deeds. 



Papers. 



Petitioner. 



Oath to Schedule B. 

United States of America, District of , ss. : 

On this .... day of , A. D. 19 . . , before me personally came 

, the person mentioned in and who subscribed to the 

foregoing schedule, and who, being by me first duly sworn, did declare the 
said schedule to be a statement of all his estate, both real and personal, in 
accordance with the acts of Congress relating to bankruptcy. 



\Pfficial character.] 
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(From the statements of the bankrupt in Schedules A and B.) 
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Schedule A. 
Schedule A. 

Schedule A. 
Schedule A. 
Schedule A. 
Schedule A. 
Schedule A, 

Schedule A, 



Schedule 
Schedvde 
Schedule 
Schedule 
Schedule 
Schedule 
Schedule 
Schedule 
Schedule 
Schedule 
Schedule 
Schedule 
Schedule 
Schedule 
Schedule 
Schedule 
Schedule 
Schedule 
Schedule 



1 (1) Taxes and debts due United States 

1 (2) Taxes due States, counties, districts, and 

municipalities 

1(3) Wages 

1 (4) Other debts preferred by law 

2 Secured claims 

3 Unsecured claims 

4 Notes and bUls which ought to be paid 
by other parties thereto 

5 Accommodation paper 

Schedule A, total 

B. 1 Real estate 

B. 2 a Cash on hand 

B. 2 b Bills, promissory notes, and securities. . . . 

B. 2 o Stock in trade 

B. 2 d Household goods, etc 

B. 2 e Books, prints, and pictures 

B. 2 f Horses, cows, and other animals 

B. 2 g Carriages and other vehicles 

B. 2 h Fanning stock and implements 

B. 2 i Shipping and shares in vessels 

B. 2 k Machinery, tools, etc 

B. 2 1 Patents, copyrights, and trade-marks. . . . 

B. 2 m Other personal property 

B. 3 a Debts due on open accounts 

B. 3 b Stocks, negotiable bonds, etc 

B. 3 c Pohoies of insurance 

B. 3 d Unliquidated claims 

B. 3 e Deposits of money in banks and elsewhere. 

B. 4 Property in reversion, remainder, trust, 

etc 

Schedule B. 5 Property claimed to be excepted 

Schedule B. 6 Books, deeds, and papers 

Schedule B, total 
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[Form No. 2.] 

PARTNERSHIP PETITION. 

To the Honorable , 

Judge of the District Court of the United States 

for the District of : 

The petition of respectively represents : 

That your petitioners and have been partners 

under the firm name of , having their principal 

place of business at , in the county of , and dis- 
trict and State of , for the greater portion of the six 

months next immediately preceding the filing of this petition; 
that the said partners owe debts which they are unable to pay 
in full; that your petitioners are willing to surrender all their 
property for the benefit of their creditors, except such as is ex- 
empt by law, and desire to obtain the benefit of the acts of Con- 
gress relating to bankruptcy. 

That the schedule hereto annexed, marked A, and verified by 

oath, contains a full and true statement of all the debts 

of said partners, and, as far as possible, the names and places of 
residence of their creditors, and such further statements con- 
cerning said debts as are required by the provisions of said acts. 

That the schedule hereto annexed, marked B, verified by .... 
oath, contains an accurate inventory of all the property, real 
and personal, of said partners, and such further statements con- 
cerning said property as are required by the provisions of said 
acts. 

And said further states that the schedule 

hereto annexed, marked C, verified by his oath, contains a full 
and true statement of aU his individual debts, and, as far as pos- 
sible, the names and places of residence of his creditors, and such 
further statements concerning said debts as are required by the 
provisions of said acts; and that the schedule hereto annexed, 
marked D, verified by his oath, contains an accurate inventory 
of all his individual property, real and personal, and such fur- 
ther statements concerning said property as are required by the 
provisions of said acts. 

And said further states that the schedule 
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hereto annexed, marked E, verified by his oath, contains a full 
and true statement of all his individual debts, and, as far as pos- 
sible, the names and places of residence of his creditors, and such 
further statements concerning said debts as are required by the 
provisions of said acts; and that the schedule hereto annexed, 
marked F, verified by his oath, contains an accurate inventory 
of all his individual property, real and personal, and such fur- 
ther statements concerning said property as are required by the 
provisions of said acts. 

And said further states that the schedule 

hereto, marked G, verified by his oath, contains a full and true 
(Statement of all his individual debts, and, as far as possible, the 
names and places of residence of his creditors, and such further 
statements concerning said debts as are required by the provi- 
sions of said acts ; and that the schedule hereto annexed, marked 
H, verified by his oath, contains an accurate inventory of all his 
individual property, real and personal, and such further state- 
ments concerning said property as are required by the provisions 
of said acts. 

And said further states that the schedule hereto 

annexed, marked J, verified by his oath, contains a full and true 
statement of all his individual debts, and, as far as possible, 
the names and places of residence of his creditors, and such 
further statements concerning said debts as are required by the 
provisions of said acts, and that the schedule hereto annexed, 
marked K, verified by his oath, contains an accurate inventory 
of all his individual property, real and personal, and such 
further statements concerning said property as are required 
by the provisions of said acts. 

"Wherefore your petitioners pray that the said firm may be 
adjudged by a decree of the court to be bankrupts within the 
purview of said acts. 



Petitioners. 



Attorney . . 



, the petitioning debtors mentioned and de- 
scribed in the foregoing petition, do hereby make solemn oath 
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that the statements contained therein are true according to the 
best of their knowledge, information, and belief. 



> 

Petitioners. 

Subscribed and sworn to before me this .... day of , 

A,D.19... 

> 

[Official character.] 
[Schedules to be annexed corresponding with schedules under 
Form No. 1.] 



[Form No. 3.] 
creditok's petition. 

To the Honorable , Judge of the District Court of 

the United States for the district of : 

The petition of , of , and 

, of and of , respectfully 

shows : 

That , of . . , has for the greater portion 

of six months next preceding the date of filing this petition, had 
his principal place of business, [or resided, or had his domicil] 
at , in the county of and State and district afore- 
said, and owes debts to the amount of $1,000.* 

That your petitioners are creditors of said , 

having provable claims amounting in the aggregate, in excess of 
securities held by them, to the sum of $500. That the nature and 
amount of your petitioner's claims are as follows : 

And your petitioners further represent that said 

is insolvent, and within four months next preceding the 

date of this petition the said committed an act of 

bankruptcy, in that he did heretofore, to wit, on the day 

of 

*[And is not a wage-earner nor chiefly engaged in farming or the tillage 
of the soil; (or, if a corporation), is a corporation principally engaged in, 
etc., . . .] 
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Wherefore your petitioners pray that service of this petition, 

with a subpoena, may be made upon , as provided 

in the acts of Congress relating to bankruptcy, and that he may 
be adjudged by the court to be a bankrupt within the purview of 
said acts. 



Petitioners. 

Attorney. 

United States of America, District of ss. : 

, , , being three 

of the petitioners above named, do hereby make solemn oath that 
the statements contained in the foregoing petition, subscribed by 
them, are true. 

Before me, , this day of , 19. . 



/ [Official character. 1 



[Form No. 4.] 

ORDER TO SHOW CAUSE UPON CREDITOR'S PETITION. 

In the District Court of the United States for the .... District 

of 

In the matter of 
Bankrupt. 

In Bankruptcy. 

Upon consideration of the petition of that 

be declared a bankrupt, it is ordered that the said 

do appear at this court, as a court of bankruptcy, 

to be holden at , in the district aforesaid, on the 

day of , at .. o'clock in the noon, and show 

cause, if any there be, why the prayer of said petition should not 
be granted, and 

It is further ordered that a copy of said petition, together with 
a writ of subpoena, be served on said , by deliver- 
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ing the same to Mm personally or by leaving the same at his last 
usual place of abode in said district, at least five days before the 
day aforesaid. 

"Witness the Honorable , judge of the said 

court, and the seal thereof, at , in said district, on the 

day of , A. D.19... 



Clerk. 



[Form No. 5.] 



SUBPOENA TO ALLEGED BANKEUPT. 

United States of America, .... District of 

To , in said district, greeting : 

For certain causes offered before the District Court of the 

United States of America within and for the district of 

, as a court of bankruptcy, we command and strictly en- 
join you, laying all other matters aside and notwithstanding any 
excuse, that you personally appear before our said District Court 

to be holden at , in said district, on the day of , 

A. D. 19.., to answer to a petition filed by 

in our said court, praying that you may be ad- 
judged a bankrupt ; and to do further and receive that which our 
said District Court shall consider in this behalf. And this you 
are in no wise to omit, under the pains and penalties of what 
may befall thereon. 

"Witness the Honorable , judge of said court, 

and the seal thereof, at , this day of , A. D. 

19... 



Clerk. 



[Form No. 6.] 



DENIAL OF BANKRUPTCT. 



In the District Court of the United States for the .... District 

of 

In the matter of » 
Bankrupt. 
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In Bankruptcy, 

At , in said district, on the day of , A. D. 

19... 

And now the said appears, and denies that he 

has committed the act of bankruptcy set forth in said petition, 
or that he is insolvent, and avers that he should not be declared 
bankrupt for any cause in said petition alleged; and this he 
prays may be inquired of by the court [or, he demands that the 
same may be inquired of by a jury]. 

J 

Subscribed and sworn to before me this day of , A. 

D. 19... 

f 

[Official character.'] 



[Form No. 7.] 

ORDER FOB JURY TRIAL. 

In the District Court of the United States for the Dis- 
trict of 

In the matter of 
Bankrupt. 

In Bankruptcy. 

At , in said district, on day of , A. D. 19. . . 

Upon the demand in writing filed by , alleged to 

be a bankrupt, that the fact of the commission by him of an act 
of bankruptcy, and the fact of his insolvency, may be inquired of 
by a jury, it is ordered, that said issue be submitted to a jury. 



Clerk. 
[Form No. 8.] 

SPECIAL WARRANT TO MARSHAL. 

In the District Court of the United States for the .... Dis- 
trict of 

In the matter of 
Bankrupt. 
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In Bankruptcy. 

To the marshal of said district or to either of his deputies, 
greeting : 

Whereas a petition for adjudication of bankruptcy was, 

on the day of , A. D. 19 . . , filed against 

....,, of the county of and State of , 

in said district, and said petition is still pending ; and whereas 

it satisfactorily appears that said has committed an act 

of bankruptcy [or has neglected or is neglecting, or is about to 
so neglect his property that it has thereby deteriorated or is 
thereby deteriorating or is about thereby to deteriorate in value], 
you are therefore authorized and required to seize and take pos- 
session of all the estate, real and personal, of said , 

and of all his deeds, books of account, and papers, and to hold 
and keep the same safely subject to the further order of the 
court. 

Witness the Honorable , judge of the said 

court, and the seal thereof, at in said district, on the 

.... day of , A. D. 19... 



Clerk. 

EETUKN OF THE MARSHAL THEEEON. 

By virtue of the within warrant, I have taken possession of 

the estate of the within-named , and of all his 

deeds, books of account, and papers which have come to my 
knowledge. 

Marshal [or Deputy Marshal.']. 
Fees and expenses. 



1. Service of warrant $ cts. 

2. Necessary travel, at the rate of six cents a mile each way. 

3. Actual expenses in custody of property and other services 

as follows 



[Here state the particulars.] 




Marshal [or Deputy Marshal.]. 
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District of A. D. 19 

Personally appeared before me the said , and 

made oath that the above expenses returned by him have been 
actually incurred and paid by him, and are just and reasonable. 



Beferee in Bankruptcy. 



[Form No. 9.] 

BOND OF PETITIONING CREDITOR. 

Know all men by these presents : That we, , 

as principal, and , as sureties, are held and 

firmly bound unto , in the full and just sum of 

dollars, to be paid to the said , execu- 
tors, administrators, or assigns, to which payment, well and 
truly to be made, we bind ourselves, our heirs, executors, and ad- 
ministrators, jointly and severally, by these presents. 

Signed and sealed this .... day of , A. D. 19. . . 

The condition of this obligation is such that whereas a petition 
in bankruptcy has been filed in the district court of the United 

States for the .... district of , against the said , 

and the said has applied to that court for a warrant to 

the marshal of said district directing him to seize and hold the 

property of said , subject to the further orders 

of said district court. 

Now, therefore, if such a warrant shall issue for the seizure 

of said property, and if the said shall indemnify 

the said for such damages as he shall sustain in 

the event such seizure shall prove to have been wrongfully ob- 
tained, then the above obligation to be void; otherwise to re- 
main in full force and virtue. 

Sealed and delivered in 
presence of . . [seal.] 



Approved this day of , A. D. 19. 

District Judge. • 



. [seal.] 
, [seal.] 
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[Form No. 10.] 

BOND TO MAESHAL, 

Know all men by these presents : That we, , 

as principal, and , as sureties, are held and firmly 

bound unto , marshal of the United States for 

the .... district of , in the full and just sum of 

dollars, to be paid to the said , Ms executors, ad- 
ministrators, or assigns, to which payment, well and truly to be 
made, we bind ourselves, our heirs, executors, and administra- 
tors, jointly and severally by these presents. 

Signed and sealed this .... day of , A. D. 19.. . 

The condition of this obligation is such that whereas a petition 
in bankruptcy has been filed in the district court of the United 

States for the district of , against the said 

, and the said court has issued a warrant to the marshal 

of the United States for said district, directing him to seize and 

hold property of the said , subject to the further 

order of the court, and the said property has been seized by said 
marshal as directed, and the said district court upon a petition 
of said has ordered the said property to be re- 
leased to him. 

Now, therefore, if the said property shall be released accord- 
ing to the said , and the said , 

being adjudged a bankrupt, shall turn over said property or pay 
the value thereof in money to the trustee, then the above obliga- 
tion to be void ; otherwise to remain in full force and virtue. 

Sealed and delivered in the 

presence of.. , [seal.] 

[seal.] 

[seal.] 

Approved this day of , A. D. 19.. . 



District Judge. 



[Form No. 11.] 

ADJUDICATION THAT DEBTOE IS NOT BANKEUPT. 

In the District Court of the United States for the District 

of 

In the matter of 
Bankrupt. 
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In Bankruptcy. 

At , in said district, on the .... day of , A. 

D. 19.., before the Honorable , judge of the 

district of 

This cause came on to be heard at in said court, upon 

the petition of that be adjudged a bankrupt 

within the true intent and meaning of the acts of Congress relat- 
ing to bankruptcy, and [Here state the proceedings, whether 
there was no opposition, or, if opposed, state what proceedings 
were had.] 

And thereupon, and upon consideration of the proofs in said 
cause [and the arguments of counsel thereon, if any,] it was 
found that the facts set forth in said petition were not proved ; 
and it is therefore adjudged that said was not a bank- 
rupt, and that said petition be dismissed, with costs. 

Witness the Honorable , judge of said court, 

and the seal thereof, at , in said district, on the 

day of A. D. 19... 



Clerk. 
[Form No. 12.] 

ADJUDICATION OF BANKRUPTCY. 

In the District Court of the United States for the Dis- 
trict of 

In the matter of 
Bankrupt. 

In Bankruptcy. 

At , in said district, on the day of , A. 

D. 19. . ., before the Honorable , judge of said 

court in bankruptcy, the petition of that 

be adjudged a bankrupt, within the true intent and mean- 
ing of the acts of Congress relating to bankruptcy, having been 

heard and duly considered, the said is hereby 

declared and adjudged bankrupt accordingly. 

Witness the Honorable , judge of said court, 

and the seal thereof, at , in said district, on the .... 

day of , A. D. 19.. . 

Clerk. 
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[Form No. 13.] 

APPOINTMENT, OATH, AND REPORT OP APPRAISERS. 

In the District Court of the United States for the Dis- 
trict of 

In the matter of 
Bankrupt. 

In Bankruptcy. 

It is ordered that , of , , 

of , and , of , three disinterested 

persons, be, and they are hereby, appointed appraisers to ap- 
praise the real and personal property belonging to the estate 
of the said bankrupt set out in the schedules now on file in this 
court, and report their appraisal to the court, said appraisal 
to be made as soon as may be, and the appraisers to be duly 
sworn. 

Witness my hand this day of , A. D. 19. . . 

> 

Referee in Bankruptcy. 

. . . .District of , ss. : 

Personally appeared the within named and 

severally made oath that they will fully and fairly appraise the 
aforesaid real and personal property according to their best skill 
and judgment. 



Subscribed and sworn to before me this .... day of 
A. D. 19.. 



[Official character.] 

We, the undersigned, having been notified that we were ap- 
pointed to estimate and appraise the real and personal property 
aforesaid, have attended to the duties assigned us, and after a 
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strict examination and careful inquiry, we do estimate and ap- 
praise the same as follows: 

cts. 




In witness whereof we hereunto set our hands, at , this 

... day of , A. D. 19... 



[Form No. 14.] 

OEDBE OF EEFEEENCE. 

In the District Court of the United States for the Dis- 
trict of 

In the matter of 
Bankrupt. 

In Bankruptcy. 

"Whereas , of , in the county of 

and district aforesaid, on the day of , A. D. 19 . . . , 

was duly adjudged a bankrupt upon a petition filed in this court 
[or, against] him on the day of , A. D. 19. ., ac- 
cording to the provisions of the acts of Congress relating to 
bankruptcy. * 

It is thereupon ordered, that said matter be referred to 

, one of the referees in bankruptcy of this court, to take 

such further proceedings therein as are required by said acts ; 

and that the said shall attend before said referee 

on the .... day of at , and thenceforth shall 

submit to such orders as may be made by said referee or by this 
court relating to said bankruptcy. 

Witness the Honorable , judge of said court, 

and the seal thereof, at , in said district, on the 

day of , A. D. 19... 

Clerk. 
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[Form No. 15.] 

ORDER OP REFERENCE IN JUDGE 's ABSENCE. 

In the District Court of the United States for the Dis- 
trict of 

In the matter of 

Bankrupt. 

In Bankruptcy. 

Whereas on the .... day of , A. D. 19. ., a petition 

was filed to have , of in the county of 

and district aforesaid, adjudged a bankrupt according 

to the provisions of the acts of Congress relating to bankruptcy ; 
and whereas the judge of said court was absent from said dis- 
trict at the time of filing said petition [or, in case of involuntary 
bankruptcy, on the next day after the last day on which plead- 
ings might have been filed, and none have been filed by the bank- 
rupt or any of his creditors], it is thereupon ordered that the 

said matter be referred to , one of the referees 

in bankruptcy of this court, to consider said petition and take 
such proceedings therein as are required by said acts; and that 

the said shall attend before the said referee on 

the .... day of ..... ., A. D. 19. ., at 

Witness my hand and the seal of the said court, at , in 

said district, on the .... day of , A. D. 19. . . 



Clerk. 



[Form No. 16.] 

referee's oath of OFFICE. 

I, , do solemnly swear that I will administer 

justice without respect to persons, and do equal right to the poor 
and to the rich, and that I will faithfully and impartially dis- 
charge and perform all the duties incumbent on me as referee in 
bankruptcy, according to the best of my abilities and under- 
standing, agreeably to the Constitution and laws of the United 
States. So help me God. 

Subscribed and sworn to before me this .... day of , 

A. D. 19... 

District Judge, 
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[Form No. 17.] 

BOND OP EEPSEEE. 

Know all men by these presents : That we of 

as principal, and of 

and of , as sureties, are 

held and firmly bound to the United States of America in the 

sum of dollars, lawful money of the United States, to 

be paid to the said United States, for the payment of which, well 
and truly to be made, we bind ourselves, our heirs, executors, 
and administrators, jointly and severally, by these presents. 

Signed and sealed this .... day of , A. D. 19. .. 

The condition of this obligation is such that whereas the said 

has been on the day of , A. D. 19 . . , 

appointed by the Honorable , judge of the Dis- 
trict Court of the United States for the District of , 

a referee in bankruptcy, in and for the county of , in said 

district, under the acts of Congress relating to bankruptcy. 

Now, therefore, if the said shall well and 

faithfully discharge and perform all the duties pertaining to the 
said office of referee in bankruptcy, then this obligation to be 
void; otherwise to remain in full force and virtue. 

Signed and sealed 
in the presence of 



[L. S.] 
[L. S.] 
[L. S.] 



Approved this day of , A. D. 19. .. 

f 

District Judge. 



[Form No. 18.] 

NOTICE OP FIRST MEETING OP CREDITORS. 

In the District Court of the United States for the Dis- 
trict of 

In Bankruptcy. 

In the matter of 

Bankrupt. 
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In Bankruptcy. 

To the creditors of , of , in the county 

of , and district aforesaid, a bankrupt. 

Notice is hereby given that on the day of , A. D. 

19. ., the said was duly adjudicated bankrupt; 

and that the first meeting of his creditors will be held at , 

in , on the day of , A. D. 19. ., at . . o'clock 

in the noon, at which time the said creditors may attend, 

prove their claims, appoint a trustee, examine the bankrupt, and 
transact such other business as may properly come before said 
meeting. 



.,19., 



Referee in Bankruptcy. 



[Form No. 19.] 

LIST OP DEBTS PROVED AT FIRST MEETING. 

In the District Court of the United States for the Dis- 
trict of 

In the matter of 
Bankrupt. 

In Bankruptcy. 

At , in said district, on the day of , A. D. 

19... 

before , referee in bankruptcy. 

The following is a list of creditors who have this day proved 
their debts : 



Names of creditors. 


Residences. 


Debts proved. 






$ 


cts. 









Beferee in Bankruptcy. 
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[Form No. 20.] 

GENERAL LETTER OP ATTORNEY IN PACT WHEN CREDITOR IS NOT 
REPRESENTED BY ATTORNEY AT LAW. 

In the District Court of the United States for the Dis- 
trict of 

In the matter of 
Bankrupt. 

In Bankruptcy. 
To : 



I, , of , in the county of and 

State of , do hereby authorize you, or any one of you, to 

attend the meeting or meetings of creditors of the bankrupt 
aforesaid at a court of bankruptcy, wherever advertised or di- 
rected to be holden, on the day and at the hour appointed and 
notified by said court ia said matter, or at such other place and 
time as may be appointed by the court for holding such meeting 
or meetings, or at which such meeting or meetings, or any ad- 
journment or adjournments thereof may be held, and then and 
there from time to time, and as often as there may be occasion, 
for me and in my name to vote for or against any proposal or 
resolution that may be then submitted under the acts of Con- 
gress relating to bankruptcy; and in the choice of trustee or 
trustees of the estate of the said bankrupt, and for me to assent 
to such appointment of trustee ; and with like powers to attend 
and vote at any other meeting or meetings of creditors, or sit- 
ting or sittings of the court, which may be held therein for any 
of the purposes aforesaid; also to accept any composition pro- 
posed by said bankrupt in satisfaction of his debts, and to re- 
ceive payment of dividends and of money due me under any 
composition, and for any other purpose in my interest what- 
soever, with full power of substitution. 

In witness whereof I have hereunto signed my name and af- 
fixed my seal the .... day of , A. D. 19. . . 

, [l. s.] 

Signed, sealed, and delivered in the presence of 

Acknowledged before me this day of , A. D. 19 . . . 



[Official character.] 
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[Form No. 21.] 

SPECIAL LETTEK OP ATTORNEY IN FACT. 

In the matter of 
Bankrupt. 

In Bankruptcy. 
To , 

I hereby authorize you, or any one of you, to attend the meet- 
ing of creditors in this matter, advertised or directed to be 

holden at , on the day of , before , or 

any adjournment thereof, and then and there for 

and in name to vote for or against any proposal or reso- 
lution that may be lawfully made or passed at such meeting or 
adjourned meeting, and in the choice of trustee or trustees of 
the estate of the said bankrupt. 

In witness whereof I have hereunto signed my name and 
affixed my seal the day of , A. D. 19 . . . 

, [l-s.] 

Signed, sealed, and delivered in presence of 

Acknowledged before me this .... day of , A. D. 19 . . . 

? 

[Official character.'] 



[Form No. 22.] 

APPOINTMENT OF TRUSTEE BY CREDITORS. 

In the District Court of the United States for the Dis- 
trict of 

In the matter of 
Bankrupt. 

In Bankruptcy. 

At , in said district, on the day of , A, D. 

19 ... , before , referee in bankruptcy. 

This being the day appointed by the court for the first meeting 
of creditors in the above bankruptcy, and of which due notice 
has been given in the [here insert the names of the newspapers 
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in which notice was published], we, whose names are hereun- 
der written, being the majority in number and in amount of 
claims of the creditors of the said bankrupt, whose claims have 
been allowed, and who are at present at this meeting, do hereby 

appoint , of , in the county of and 

State of , to be the trustee of the said bankrupt's 

estate and effects. 



Sienatures of creditors. 


Residences of the same. 


Amount of debt. 






$ 


cts. 

• 









Ordered that the above apoointment of trustee — be, and the 
same is hereby, approved. 



Referee in Bankruptcy. 



[Form No. 23.] 

APPOINTMENT OP TEUSTEE BY REFEREE, 

In the District Court of the United States for the Dis- 

trict of 

In the matter of 
Bankrupt. 

In Bankruptcy. 

At , in said district, on the day of , A. D. 

19 ... , before , referee in bankruptcy. 

This being the day appointed by the court for the first meet- 
ing of creditors under the said bankruptcy, and of which due 
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notice has been given in the [here insert the names of the news- 
papers in which notice was published,] I, the undersigned ref- 
eree of the said court in bankruptcy, sat at the time and place 
above mentioned, pursuant to such notice, to take the proof of 
debts and for the choice of trustee under the said bankruptcy; 
and I do hereby certify that the creditors whose claims had 
been allowed and were present, or duly represented, failed to 
make choice of a trustee of said bankrupt's estate, and there- 
fore I do hereby appoint , of , in the 

county of and State of , as trustee of the same. 



Referee in Bankruptcy. 



[Form No. 24.J 

NOTICE TO TRUSTEE OF HIS APPOINTMENT. 

In the District Court of the United States for the Dis- 
trict of 

In the matter of 
Bankrupt. 

V 

In Bankruptcy. 

To , of , in the county of , and dis- 
trict aforesaid: 
I hereby notify you that you were duly appointed trustee 
\or one of the trustees] of the estate of the above-named bank- 
rupt at the first meeting of the creditors, on the day of 

, A. D. 19..., and I have approved said appointment. 

The penal sum of your bond as such trustee has been fixed 

at dollars. You are required to notify me forthwith of 

your acceptance or rejection of the trust. 

Dated at the day of , A. D. 19. . . 



Referee in Bankruptcy. 



[Form No. 25.] 

BOND OF TRUSTEE. 

Know all men by these presents : That we, , 

of , as principal, and , of , and 
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, of , as sureties, are held and firmly bound 

unto the United States of America in the sum of doUars, 

in lawful money of the United States, to be paid to the said 
United States, for which payment, well and truly to be made, we 
bind ourselves and our heirs, executors, and administrators, 
jointly and severally, by these presents; 

Signed and sealed this day of , A. D. 19. . . 

The condition of this obligation is such that whereas the 

above-named was, on the day of , 

A. D. 19 ... , appointed trustee in the case pending in bankruptcy 

in said court, wherein is the bankrupt, and he, 

the said , has accepted said trust with all the 

duties and obligations pertaining thereunto: 

Now, therefore, if the said , trustee as afore- 
said, shall obey such orders as said court may make in relation to 
said trust, and shall faithfully and truly account for all the 
moneys, assets and effects of the estate of said bankrupt which 
shall come into his hands and possession, and shall in all re- 
spects faithfully perform all his of&cial duties as said trustee, 
then this obligation to be void ; otherwise, to remain in full force 
and virtue. 

Signed and sealed in 

presence of . . , [seal.] 

, [seal.] 

, [seal.] 



[Form No. 26.] 

•PROVING TRUSTEE 

At a court of bankruptcy, held in and for the District 

of , at , , this day of , 19. . . 

Before , referee in bankruptcy, in the District 

Court of the United States for the District of 

In the matter of 
Bankrupt. 

In Bankruptcy. 

It appearing to the Court , of , and in 

said district, has been duly appointed trustee of the estate of the 
above-named bankrupt, and has given a bond with sureties for 
the faithful performance of his official duties, in the amount 
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fixed by the creditors [or by order of the court], to wit, in the 

sum of dollars, it is ordered that the said bond be, and 

the same is hereby, approved. 



Referee in Bankruptcy. 



[Form No. 27.] 

ORDER THAT NO TRUSTEE BE APPOINTED. 

In the District Court of the United States for the District 

of 

In the matter of 

Bankrupt. 

In Bankruptcy. 

It appearing that the schedule of the bankrupt discloses no 
assets, and that no creditor has appeared at the first meeting, 
and that the appointment of a trustee of the bankrupt's estate is 
not now desirable, it is hereby ordered that, until further order 
of the court, no trustee be appointed and no other meeting of 
the creditors be called. 



Referee in Bankruptcy. 



[Form No. 28.] 

ORDER FOR EXAMINATION OF BANKRUPT. 

In the District Court of the United States for the Dis- 
trict of 

In the matter of 

Bankrupt. 

In Bankruptcy. 

At , on the day of , A. D. 19 . . . 

Upon the application of , trustee of said bank- 
rupt [or creditor of said bankrupt], it is ordered that said 

bankrupt attend before , one of the referees in 

bankruptcy of this court, at on the .... day of , 

at . . o'clock in the noon, to submit to examination un- 
der the acts of Congress relating to bankruptcy, and that a copy 
of this order be delivered to him, the said bankrupt, forthwith. 



Referee in Bankruptcy. 
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[Form No. 29.] 

EXAMINATION OF BANKEUPT OR WITNESS. 

In the District Court of the United States for the Dis- 
trict of 

In the matter of 
Bankrupt. 

In Bankruptcy. 

At , in said district, on the .... day of , A. D. 

19. . ., before , one of the referees in bankruptcy 

of said court. 

, of , in the county of , and 

State of , being duly sworn and examined at the time and 

place above mentioned, upon his oath says. [Here insert sub- 
stance of examination of party.] 



Referee in Bankruptcy. 



[Form No. 30.] 

SUMMONS TO WITNESS. 

To : 

Whereas , of , in the county of 

and State of , has been duly adjudged bankrupt, and 

the proceeding in bankruptcy is pending in the District Court 
of the United States for the District of 

These are to require you, to whom this summons is directed, 

personally to be and appear before , one of the 

referees in bankruptcy of the said court, at , on the .... 

day of , at . . o'clock in the noon, then and there 

to be examined in relation to said bankruptcy. 

Witness the Honorable , judge of said court, and the 

seal thereof at , this .... day of , A. D. 19. . . 



Clerk. 

RETURN OF SUMMONS TO WITNESS. 

In the District Court of the United States for the Dis- 
trict of 

In the matter of 
Bankrupt. 
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In Bankruptcy. 

On this day of , A. D. 19. . ., before me came 

, of , in the county of and State 

of and makes oath, and says that did, on , the 

day of , A. D. 19..., personally serve 

, of , in the county of and State of 

, with a true copy of the summons hereto annexed, by de- 
livering the same to him; and he further makes oath, and says 
that he is not interested in the proceeding in bankruptcy named 
in said summons. 

Subscribed and sworn to before me this day of 

A. D. 19... 



[Form No. 31.] 

PROOF OF UNSECURED DEBT. 

In the District Court of the United States for the Dis- 
trict of 

In the matter of 
Bankrupt. 

In Bankruptcy. 

At , in said district of , on the day of 

, A. D. 19..., came , of , in the 

county of , in said district of , and made oath, and 

says that the person by [or against] whom a peti- 
tion for adjudication of bankruptcy has been filed, was at and 
before the filing of said petition and still is, justly and truly in- 
debted to said deponent in the sum of dollars ; that the 

consideration of said debt is as follows : 

that no part of said debt has been paid [except that there 

are no set-offs or counterclaims to the same [except 

and that deponent has not, nor has any person by his order, or 
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to his knowledge or belief, for his use, had or received any man- 
ner of security for said debt whatever. 



Creditor. 
Subscribed and sworn to before me this day of 



A. D. 19... 

J 

[Official character.l 



[Form No. 32.] 

PROOF OF SECURED DEBT. 

In the District Court of the United States for the Dis- 
trict of 

In the matter of 
Bankrupt. 

In Bankruptcy. 

At , in said district of , on the .... day of 

, A. D. 19..., came , of , in the 

county of , in said district of , and made oath, and 

says that , the person by [or against] whom a pe- 
tition for adjudication of bankruptcy has been filed, was at and 
before the filing of said petition, and still is, justly and truly in- 
debted to said deponent in the sum of dollars ; that the 

consideration of said debt is as follows : 

that no part of said debt has been paid [except 

that there are no set-offs or counterclaims to the same [except 

and that the only securities held by this deponent for said debt 
are the following : 



Creditor. 



Subscribed and sworn to before me this day of 

A. D. 19... 



[Official character.^ 
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[Form No. 33.] 

PROOF OP DEBT DUE CORPORATION. 

In the District Court of the United States for the Dis- 
trict of 

In the matter of 

Bankrupt. 



In Bankruptcy. 

At , in said district of , on the .... day of 

, A. D. 19 ... , came , of , in the 

county of , and State of , and made oath and says 

that he is of the , a corporation incorporated by 

and under the laws of the State of , and carrying on busi- 
ness at , in the county of , and State of , 

and that he is duly authorized to make this proof, and says that 
the said , the person by [or against] whom a peti- 
tion for adjudication of bankruptcy has been filed, was at and 
before the filing of the said petition, and still is, justly and truly 

indebted to said corporation in the sum of dollars ; that 

the consideration of said debt is as follows : 

that no part of said debt has been paid [except 

that there are no set-offs or counterclaims to the same [except 

and that said corporation has not, nor has any person by its 
order, or to the knowledge or belief of said deponent, for its 
use, had or received any manner of security for said debt what- 
ever. 



.of said Corporation. 



Subscribed and sworn to before me this .... day of 
A. D. 19... 



[Official character.] 
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[Form No. 34.] 

PROOF OP DEBT BY PARTNERSHIP. 

In the District Court of the United States for the Dis- 
trict of 

In the matter of 

Bankrupt. 

In Bankruptcy. 

At , in said district of , on the .... day of 

, A. D. 19 ... , came , of , in the 

county of ...;.., in said district of , and made oath and 

says that he is one of the firm of , consisting of 

himself and , of , in the county of 

and State of ; that the said , the person 

by [or against] whom a petition for adjudication of bankruptcy 
has been filed, was at and before the filing of said petition, and 
still is, justly and truly indebted to this deponent's said firm in 

the sum of dollars ; that the consideration of said debt is 

as follows : 



that no part of said debt has been paid [except 



that there are no set-offs or counterclaims to the same [except 

and this deponent has not, nor has his said firm, nor 

has any person by their order, or to this deponent's knowledge or 
belief, for their use, had or received any manner of security for 
said debt whatever. 



Creditor. 

Subscribed and sworn to before me this day of 

A. D. 19... 



[Official character.] 



[Form No. 35.] 

PROOF OP DEBT BY AGENT OR ATTORNEY. 

In the District Court of the United States for the Dis- 
trict of 

In the matter of 
Bankrupt. 
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In Bankruptcy. 

At , in said district of , on the day of 

, A. D. 19..., came , of , in the 

county of , and State of , attorney [or authorized 

agent] of , in the county of and State of , 

and made oath and says that , the person by [or 

against] whom a petition for adjudication of bankruptcy has 
been filed, was at and before the filing of said petition, and still 

is, justly and truly indebted to the said , in the 

sum of dollars ; that the consideration of said debt is as 

follows : 

that no part of said debt has been paid [except 

and tha,t this deponent has not, nor has any person by his order, 
or to this deponent's knowledge or belief, for his use had or re- 
ceived any manner of security for said debt whatever. And this 
deponent further says, that this deposition cannot be made by 
the claimant in person because 

and that he is duly authorized by his principal to make this affi- 
davit, and that it is within his knowledge that the aforesaid debt 
was incurred as and for the consideration above stated, and that 
such debt, to the best of his knowledge and belief, still remains 
unpaid and unsatisfied. 

) 

Subscribed and sworn to before me this day of , 

A. D. 19... 

) 

[Official character.] 



[Form No. 36.] 

PROOF OP SECURED DEBT BY AGENT. 

In the District Court of the United States for the Dis- 
trict of 

In the matter of 

Bankrupt. 

In Bankruptcy. 

At , in said district of , on the day of 

A. D. 19 ... , came , of , in the 
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county of and State of , attorney [or author- 
ized agent] of , in the county of , and State of 

, and made oath, and says that , the per- 
son by [or against] whom a petition for adjudication of bank- 
ruptcy has been filed, was at and before the filing of said peti- 
tion, and still is, justly and truly indebted to the said 

in the sum of dollars ; that the consideration of 

said debt is as follows : 

that no part of said debt has been paid [except 

that there are no set-offs or counter claims to the same [except 

and that the only securities held by said for said 

debt are the following : 

and this deponent further says that this deposition cannot be 
made by the claimant in person because 

and that he is duly authorized by his principal to make this 
deposition, and that it is within his knowledge that the aforesaid 
debt was incurred as and for the consideration above stated. 



Subscribed and sworn to before me this day of 

A. D. 19... 



[Official character.] 



[Form No. 37.] 

AFFIDAVIT OF LOST BILL, OR NOTE. 

In the District Court of the United States for the .... District 

of 

In the matter of 
Bankrupt. 

In Bankruptcy. 

On this day of , A. D. 19..., at , came 

, of , in the county of , and State 

of , and makes oath and says that the bill of exchange 
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[or note], the particulars whereof are underwritten, has been 
lost under the following circumstances, to wit, 

and that he, this deponent, has not been able to find the same ; 
and this deponent further says that he has not, nor has the said 

, or any person or persons to their use, to this 

deponent's knowledge or belief, negotiated the said bill [or 
note], nor in any manner parted with or assigned the legal or 
beneficial interests therein, or any part thereof ; and that he, this 
deponent, is the person now legally and beneficially interested 
in the same. 

Bill or note above referred to. 



Date. 



Drawer or maker. 



Acceptor. 



Sum. 



Subscribed and sworn to before me this day of 

A. D. 19... 

J 

[Official character.] 



[Form No. 38.1 

ORDER REDUCING CLAIM. 

In the District Court of the United States for the .... District 

of 

In the matter of 
Bankrupt. 

In Bankruptcy. 

At , in said district, on the day of , A. D. 

19... 

Upon the evidence submitted to this court upon the claim of 
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against said estate [and, if the fact be so, upon hearing 

counsel thereon] , it is ordered, that the amount of said claim be 

reduced from the sum of , as set forth in the affidavit 

in proof of claim filed by said creditor in said case, to the sum 

of , and that the latter-named sum be entered upon the 

books of the trustee as the true sum upon which a dividend shall 
be computed [if with interest, with interest thereon from the 
.... day of ,A. D. 19..,] 



Referee in Bankruptcy. 



[Form No. 39.] 

ORDER EXPUNGING CLAIM. 

In the District Court of the United States for the District 

of 

In the matter of 
Bankrupt. 

In Bankruptcy. 

At , in said district, on the day of , A. D. 

19... 

Upon the evidence submitted to the court upon the claim of 

against said estate [and, if the fact be so, upon hearing 

counsel thereon] , it is ordered, that said claim be disallowed and 
expunged from the list of claims upon the trustee's record in 
said case. 



Referee in Bankruptcy. 



[Form No. 40.] 

LIST OF CLAIMS AND DIVIDENDS TO BE RECORDED BY REFEREE 
AND BY HIM DELIVERED TO TRUSTEE. 

In the District Court of the United States for the District 

of 

In the matter of Bankrupt. 
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In Bankruptcy. 



A list of debts proved and claimed under the bankruptcy of 

, with dividend at the rate of per 

cent, this day declared thereon by , a referee in 

bankruptcy. 



No. 


Creditors. 
[To be placed alphabetically, and 
the names of all the parties to the 
proof to be carefully set forth.] 


Sum proved. 


Dividend. 






$ 


cts. 


$ 


cts. 



At 
19... 



, ., in said district, on the day of , A.D. 

? 

Referee in Bankruptcy. 



[Form No. 41.] 

NOTICE OP DIVIDEND. 

In the District Court of the United States for the District 

of 

In the matter of 
Bankrupt. 

In Bankruptcy. 
At , on the .... day of , A. D. 19... To 



Creditor of , bankrupt : 

I hereby inform you that you may, on application at my office, 
, on the .... day of , or on any day thereafter. 
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between the hours of , receive a warrant for the 

dividend due to you out of the above estate. If you cannot per- 
sonally attend, the warrant will be delivered to your order on 
your filing up and signing the subjoined letter. 

, Trustee. 

creditor's letter to trustee. 

To , 

Trustee in bankruptcy of the estate of 

bankrupt : 

Please deliver to the warrant for dividend 

payable out of the said estate to me. 

, Creditor. 



[Form No. 42.] 

PETITION AND ORDER FOR SALE BY AUCTION OP REAL ESTATE. 

In the District Court of the United States for the District 

of 

In the matter of 
Bankrupt. 

In Bankruptcy. 

Respectfully represents , trustee of the estate of said 

bankrupt, that it would be for the benefit of said estate that a 
certain portion of the real estate of said bankrupt, to wit: {here 
describe it and its estimated value] should be sold by auction, 
in lots or parcels, and upon terms and conditions, as follows: 

Wherefore he prays that he may be authorized to make sale by 
auction of said real estate as aforesaid. 

Dated this day of , A. D. 19.. . 

, Trustee. 

The foregoing petition having been duly filed, and having 
come on for a hearing before me, of which hearing ten days' 
notice was given by mail to creditors of said bankrupt, now, after 
due hearing, no adverse interest being represented thereat {or 

after hearing in favor of said petition and 

in opposition thereto] , it is ordered that the said 

trustee be authorized to sell the portion of the bankrupt's real 
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estate specified in the foregoing petition, by auction, keeping an 
accurate account of each lot or parcel sold and the price received 
therefor and to whom sold; which said account he shall file at 
once with the referee. 

Witness my hand this day of A. D. 19. . . 



Referee in Bankruptcy. 



[Form No. 43.] 

PETITION AND OKDEE FOR REDEMPTION OF PROPERTY FROM LIEN. 

In the District Court of the United States for the District 

of 

In the matter of 
Bankrupt. 

In Bankruptcy. 

Respectfully represents trustee of the estate 

of said bankrupt, that a certain portion of said bankrupt's es- 
tate, to wit : [here describe the estate or property and its esti- 
mated value] is subject to a mortgage [describing the mortgage], 
or to a conditional contract [describing it], or to a lien [describ- 
ing the origin and nature of the lien], [or, if the property be 
personal property, has been pledged or deposited and is subject 
to a lien] for [describe the nature of the lien], and that it would 
be for the benefit of the estate that said property should be re- 
deemed and discharged from the lien thereon. Wherefore he 
prays that he may be empowered to pay out of the assets of said 

estate in his hands the sum of , being the amount of said 

lien, in order to redeem said property therefrom. 

Dated this .... day of , A. D. 19 . . . 

, Trustee 

The foregoing petition having been duly filed and having come 
on for a hearing before me, of which hearing ten days' notice 
was given by mail to creditors of said bankrupt, now, after due 
hearing, no adverse interest being represented thereat [or after 

hearing in favor of said petition and 

in opposition thereto] , it is ordered that the said trustee be au- 
thorized to pay out of the assets of the bankrupt's estate spec- 
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ifled in the foregoing petition the sum of , being the 

amount of the lien, in order to redeem the property therefrom. 
Witness my hand this day of , A. D. 19. . . 



Referee in Bankruptcy. 



[Form No. 44.] 

PETITION AND ORDER FOE SALE SUBJECT TO LIEN. 

In the District Court of the United States for the District 

of 

In the matter of 
Bankrupt. 

In Bankruptcy. 

Respectfully represents , trustee of the estate 

of said bankrupt, that a certain portion of said bankrupt's es- 
tate, to wit : [here describe the estate or property and its esti- 
mated value] is subject to a mortgage [describe mortgage], or 
to a conditional contract [describe it], or to a lien [describe the 
origin and nature of the lien'\, or {if the property be personal 
property] has been pledged or deposited and is subject to a lien 
for [describe the nature of the lien], and that it should be for 
the benefit of the said estate that said property should be sold, 
subject to said mortgage, lien, or other incumbrance. Where- 
fore he prays that he may be authorized to make sale of said 
property, subject to the incumbrance thereon. 

Dated this day of , A. D. 19.. . 

, Trustee. 

The foregoing petition having been duly filed and having come 
on for hearing before me, of which hearing ten days' notice was 
given by mail to creditors of said bankrupt, now, after due hear- 
ing, no adverse interest being represented thereat [or after hear- 
ing in favor of said petition and 

in opposition thereto] , it is ordered that the said trustee be au- 
thorized to sell the portion of the bankrupt's estate specified in 
the foregoing petition, by auction [or at private sale], keeping 
an accurate account of the property sold and the price received 
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therefor and to whom sold; which said account he shall file at 
onee with the referee. 

Witness my hand this day of , A. D. 19. . . 



Referee in Bankruptcy. 



[Form No. 45.] 

PETITION AND ORDER FOB PRIVATE SALE. 

In the District Court of the United States for the .... District 

of 

In the matter of 
Bankrupt. 

In Bankruptcy. 
Respectfully represents , duly appointed trus- 
tee of the estate of the aforesaid bankrupt. 

That for the following reasons, to wit, 

it is desirable and for the best interest of the estate to sell at 
private sale a certain portion of the said estate, to wit : 

Wherefore he prays that he may be authorized to sell the said 
property at private sale. 

Dated this .... day of , A. D. 19.. . 

, Trustee. 

The foregoing petition having been duly filed and having come 
on for a hearing before me, of which hearing ten days' notice 
was given by mail to creditors of said bankrupt, now, after due 
hearing, no adverse interest being represented thereat [or after 

Clearing in favor of said petition and 

in opposition thereto] , it is ordered that the said trustee 

be authorized to sell a portion of the bankrupt's estate specified 
in the foregoing petition, at private sale, keeping an accurate ac- 
count of each article sold and the price received therefor and to 
whom sold ; which said account he shall file at onee with the ref- 
eree. 

Witness my hand this day of , A. D. 19. . . 



Referee in Bankruptcy. 
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[Form No. 46.] 

PETITION AND OEDEE FOE SALE OP PERISHABLE PROPERTY. 

In the District Court of the United States for the .... District 

of 

In the matter of 
Bankrupt. 

In Bankruptcy. 

EespeetfuUy represents , the said bankrupt, [or 

a creditor, or the receiver, or the trustee of the said bankrupt's 
estate.] 

That a part of the said estate, to wit, 

now in , is perishable, and that there will be loss if the 

same is not sold immediately. 

Wherefore he prays the court to order that the same be sold 
immediately as aforesaid. 

Dated this day of , A. D. 19.. . 



The foregoing petition having been duly filed and having come 
on for a hearing before me, of which hearing ten days' notice 
was given by mail to the creditors of the said bankrupt, [or with- 
out notice to the creditors] , now, after due hearing, no adverse 

interest being represented thereat [or after hearing 

in favor of said petition and in opposi- 
tion thereto] , I find that the facts are as above stated, and that 
the same is required in the interest of the estate, and it is there- 
fore ordered that the same be sold forthwith and the proceeds 
thereof deposited in court. 

Witness my hand this day of , A. D. 19. . . 



Referee in Bankruptcy. 



[Form No. 47.] 

trustee's REPORT OF EXEMPTED PROPEETT. 

In the District Court of the United States for the .... District 

of 

In the matter of 
Bankrupt. 
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In Bankruptcy. 

At ,011 the day of , 19. . . 

The following is a schedule of property designated and set 
apart to be retained by the bankrupt aforesaid, as his own prop- 
erty, under the provisions of the acts of Congress relating to 
bankruptcy. 



General head. 


Particular description. 


Value. 


Military uniforms, arms, and 
equipments 

Property exempted by State 
laws 




$ 


cts. 









., Trustee. 



District 



[Form No. 48.] 
trustee's return of no assets. 
In the District Court of the United States for the . 

of 

In the matter of 
Bankrupt. 

In Bankruptcy. 

At , in said district, on the day of , A. 

D. 19... 

On the day aforesaid, before me comes , of 

, in the county of and State of , and makes 

oath, and says that he, as trustee of the estate and effects of the 
above-named bankrupt, neither received nor paid any moneys 
on account of the estate. 

Subscribed and sworn to before me at , this 

day of , A. D. 19... 



Referee in Bankruptcy. 
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[Form No. 50.] 

OATH TO PINAL ACCOUNT OP TRUSTEE. 

In the District Court of the United States for the .... District 

of 

In the matter of 

Bankrupt. 

In Bankruptcy. 

On this day of , A. D. 19 . . , before me comes 

, of , in the county of and State 

of , and makes oath, and says that he was, on the day 

of , A. D. 19 . . , appointed trustee of the estate and effects 

of the above-named bankrupt, and that as such trustee he has 
conducted the settlement of the said estate. That the account 

hereto annexed containing sheets of paper, the first sheet 

whereof is marked with the letter .... [reference may here also 
he made to any prior account filed by said trustee] is true, and 
such account contains entries of every sum of money received by 
said trustee on account of the estate and effects of the above- 
named bankrupt, and that the payments purporting in such 
account to have been made by said trustee have been so made by 
him. And he asks to be allowed for said payments and for com- 
missions and expenses as charged in said accounts. 

, Trustee. 

Subscribed and sworn to before me at , in said district 

of , this .... day of , A. D. 19.. . 



[Official character.] 



[Form No. 51.] 

ORDER ALLOWING ACCOUNT AND DISCHARGING TRUSTEE. 

In the District Court of the United States for the District 

of 

In the matter of 
Bankrupt. 

In Bankruptcy. 
The foregoing account having been presented for allowance, 
and having been examined and found correct, it is ordered that 
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the same be allowed, and that the said trustee be discharged 
of his trust. 



Referee in Bankruptcy. 



[Form No. 52.] 

PETITION FOE REMOVAL OP TRUSTEE. 

In the District Court of the United States for the District 

of 

In the matter of 

Bankrupt. 

In Bankruptcy. 
To the Honorable , 

Judge of the District Court for the .... District of : 

The petition of , one of the creditors of said 

bankrupt, respectfully represents that it is for the interest of the 
estate of said bankrupt that , heretofore appointed trus- 
tee of said bankrupt's estate, should be removed from his trust, 
for the causes following, to wit: [here set forth the particular 
cause or causes for which such removal is requested.] 

Wherefore pray that notice may be served upon 

said , trustee as aforesaid, to show cause, at such time as 

may be fixed by the court, why an order should not be made 
removing him from said trust. 



Creditor. 



[Form No. 53.] 

NOTICE OF PETITION FOR REMOVAL OP TRUSTEE. 

In the District Court of the United States for the District 

of 

In the matter of 

Bankrupt. 

In Bankruptcy. 

At , on the day of , A. D. 19.. . 

To , 

Trustee of the estate of bankrupt . 

You are hereby notified to appear before this court, at 

on the .... day of , A. D. 19. . . , at . . o 'clock ... m., 

to show cause (if any you have) why you should not be removed 
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from your trust as trustee as aforesaid, according to the prayer 

of the petition of , one of the creditors of said 

bankrupt, filed in this court on the .... day of , A. D. 

19 . . , in which it is alleged [here insert the allegation of the 

petition] . 



Clerk. 



[Form No. 54.] 

ORDER FOR REMOVAL OF TRUSTEE. 

In the District Court of the United States for the District 

of 

In the matter of 
Bankrupt. 

In Bankruptcy. 

Whereas , of , did, on the day of 

, A. D. 19 . . , present his petition to this court, praying 

that for the reasons therein set forth, , the trustee 

of the estate of said , bankrupt, might be removed : 

Now, therefore, upon reading the said petition of the said 

and the evidence submitted therewith, and upon 

hearing counsel on behalf of said petitioner and counsel for the 
trustee, and upon the evidence submitted on behalf of said 
trustee. 

It is ordered that the said be removed from the 

trust as trustee of the estate of said bankrupt, and that the costs 
of the said petitioner incidental to said petition be paid by said 

, trustee [or out of the estate of the said 

, subject to prior charges.] 

"Witness the Honorable , judge of the said court, 

and the seal thereof, at , in said district, on the .... day 

of , A. D. 19... 

Clerk. 
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[Form No. 55.] 

ORDER FOB CHOICE OP NEW TRUSTEE. 

In the District Court of the United States for the District 

of 

In the matter of 
Bankrupt. 

In Bankruptcy. 

At , on the day of , A. D. 19. . . 

Whereas by reason of the removal [or the death or resigna- 
tion] of , heretofore appointed trustee of the es- 
tate of said bankrupt, a vacancy exists in the office of said trus- 
tee, 

It is ordered, that a meeting of the creditors of said bankrupt 

be held at , in , in said district, on the .... day 

of , A. D. 19. ., for the choice of a new trustee of said 

estate. 

And it is further ordered that notice be given to said creditors 
of the time, place, and purpose of said meeting, by letter to each, 
to be deposited in the mail at least ten days before that day. 



Referee in Bankruptcy. 



[Form No. 56] . 

CEETIPICATE BY REFEREE TO JUDGE. 

In the District Court of the United States for the Dis- 
trict of 

In the matter of 
Bankrupt. 

In Bankruptcy. 

I, , one of the referees of said court in bank- 
ruptcy, do hereby certify that in the course of the proceedings in 
said cause before me the following question arose pertinent to 
the said proceedings ; [Here state the question, a summary of the 
evidence relating thereto; and the finding and order of the ref- 
eree thereon.]. 
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And the said question is certified to the judge for his opinion 



thereon. 



\ 



Dated this day of , A. D. 19.. . 

J 

Referee in Bankruptcy. 



[Form No. 57.] 

bankrupt's petition for discharge. 

In the matter of 
Bankrupt. 



In Bankruptcy. 

To the Honorable , 

Judge of the District Court of the United States for the 
District of 

, of , in the county of and State 

of , in said district, respectfully represents that on the 

day of , last past, he was duly adjudged bankrupt 

under the acts of Congress relating to bankruptcy ; that he has 
duly surrendered all his property and rights of property, and 
has fuUy complied with all the requirements of said acts and of 
the orders of the court touching his bankruptcy. 

"Wherefore he prays that he may be decreed by the court to 
have a full discharge from all debts provable against his estate 
under said bankrupt acts, except such debts as are excepted by 
law from such discharge. 

Dated this day of , A. D. 19.. . 

, Bankrupt. 

ORDER OP NOTICE THEREON. 

District of , ss. : 

On this day of , A. D. 19 . . , on reading the fore- 
going petition, it is 

Ordered by the court, that a hearing be had upon the same on 

the day of , A. D. 19 . . , before said court, ■ at 

, in said district, at o'clock in the noon ; and 

that notice thereof be published in , a newspaper 
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printed in said district, and that all known creditors and other 
persons in interest may appear at the said time and place and 
show cause, if any they have, why the prayer of the said peti- 
tioner should not be granted. 

And it is further ordered by the court, that the clerk shall send 
by mail to all known creditors copies of said petition and this 
order, addressed to them at their places of residence as stated. 

Witness the Honorable , judge of the said 

court, and the seal thereof, at in said district, on the 

day of , A. D. 19... 



Clerk. 

.... hereby depose, on oath, that the foregoing order was pub- 
lished in the on the following days, viz. : 

On the .... day of and on the .... day of , 

in the year 19. . . 



District of 

,19.-- 

Personally appeared , and made oath that the 

foregoing statement by him subscribed is true. 
Before me, , 



> 

[Official character.] 

I hereby certify that I have on this day of , A. 

D. 19.., sent by mail copies of the above order, as therein 
directed. 



Clerk. 



[Form No. 58.] 

SPECIFICATIONS OP GROUNDS OP OPPOSITION TO BANKRUPT'S 
DISCHARGE. 

In the District Court of the United States for the District 

of 

In the matter of 
Bankrupt. 
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In Bankruptcy. 

, of , in the county of , and State 

of , a party interested in the estate of said 

, bankrupt, do 'hereby oppose the granting to him of a 

discharge from his debts, and for the grounds of such opposition 
do file the following specifications: {Here specify the ground^ 
of opposition.] 

, Creditor. 



[Form No. 59.] 

DISCHARGE OF BANKRXJPT, 

District Court of the United States, 

District of 

Whereas, , of , in said district, has been 

duly adjudged a bankrupt, under the acts of Congress relating 
to bankruptcy, and appears to have conformed to all the re- 
quirements of law in that behalf, it is therefore ordered by this 

court that said be discharged from all debts and 

claims which are made provable by said acts against his estate, 

and which existed on the day of , A. D. 19. ., on 

which day the petition for adjudication was filed him ; 

excepting such debts as are by law excepted from the operation 
of a discharge in bankruptcy. 

Witness the Honorable , judge of said district 

court, and the seal thereof this day of , A. D. 19 . . . 



Clerk. 



[Form No. 60.] 

PETITION FOB MEETING TO CONSIDER COMPOSITION. 

District Court of the United States for the District 

of 

Bankrupt. 

In Bankruptcy. 

To the Honorable , Judge of the District Court 

of the United States for the , District of 

The above-named bankrupt respectfully represents that a com- 
position of per cent, upon all unsecured debts, not en- 
titled to a priority in satisfaction of debts 
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has been proposed by to creditors, as provided 

by the acts of Congress relating to bankruptcy, and 

verily believe that the said composition will be accepted by a 

majority in number and in value of creditors whose 

claims are allowed. 

"Wherefore he prays that a meeting of creditors may be 

duly called to act upon said proposal for a composition, accord- 
ing to the provisions of said acts and the rules of court. 

) 

Bankrupt. 



[Form No. 61.] 

APPLICATION FOB CONFIRMATION OF COMPOSITION. 

In the District Court of the United States for the District 

of 

In the matter of 
Bankrupt. 

In Bankruptcy. 

To the Honorable , Judge of the District Court of 

the United States for the District of 

At , in said district, on the day of , A. D. 

19 ... , now comes , the above-named bankrupt, and 

respectfully represents to the court that, after he had been ex- 
amined in open court [or at a meeting of his creditors] and had 
filed in court a schedule of his property and a list of his credi- 
tors, as required by law, he offered terms of composition to his 
creditors, which terms have been accepted in writing by a ma- 
jority in number of all creditors whose claims have been allowed, 
which number represents a majority in amount of such claims; 
that the consideration to be paid by the bankrupt to his credi- 
tors, the money necessary to pay all debts which have priority, 
and the costs of the proceedings, amounting in all to the sum of 

dollars, has been deposited, subject to the order of the 

judge, in the National Bank, of , a designated 

depository of money in bankruptcy cases. 

Wherefore the said respectfully asks that the 

said composition may be confirmed by the court. 



Bankrupt. 
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[Form No. 62.] 

ORDER CONPIEMING COMPOSITION. 

In the District Court of the United States for the District 

of 

In the matter of 
Bankrupt. 

In Bankruptcy. 

An application for the confirmation of the composition offered 
by the bankrupt having been filed in court, and it appearing that 
the composition has been accepted by a majority in number of 
creditors whose claims have been allowed and of such allowed 
claims ; and the consideration and the money required by law to 
be deposited, having been deposited as ordered, in such place as 
was designated by the judge of said court, and subject to his 
order ; and it also appearing that it is for the best interests of the 
creditors ; and that the bankrupt has not been guilty of any of 
the acts or failed to perform any of the duties which would be a 
bar to his discharge, and that the offer and its acceptance are in 
good faith and have not been made or procured by any means, 
promises, or acts contrary to the acts of Congress relating to 
Bankruptcy : It is therefore hereby ordered that the said com- 
position be, and it hereby is, confirmed. 

Witness the Honorable , judge of said court, 

the seal thereof, this day of , A. D. 19. . . 

Clerk. 



[Form No. 63.] 
order for distribution on cwmposition. 
United States op America: 
In the District Court of the United States for the .... District 

of 

In the matter of 
Bankrupt. 

In Bankruptcy. 
The composition offered by the above-named bankrupt in this 
ease having been duly confirmed by the judge of said court, it is 
hereby ordered and decreed that the distribution of the deposit 
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shall be made by the clerk of the court as follows, to wit : 1st, to 
pay the several claims which have priority ; 2d, to pay the costs 
of proceedings ; 3d, to pay, according to the terms of the compo- 
sition, the several claims of general creditors which have been 
allowed, and appear upon a list of allowed claims, on the files in 
this case, which list is made a part of this order. 

"Witness the Honorable , judge of said court, 

and the seal thereof, this .... day of , A. D. 19. . . 

> 

Cleric. 



THE LAW OF BANKRUPTCY 

PART IV : PROBLEMS 

I. EFFECT OF STATE INSOLVENCY LAWS. 

(1) A, a resident of Minnesota, has a claim against B, of New 
York. Two-thirds of the creditors of B, under the insolvency act 
of New York, in 1897 released B from his debts. Must A accept 
the compromise? 

(2) The Massachusetts insolvency laws, among other things, 
provided that counties should have certain priorities. It is 
claimed that counties cannot claim priorities since insolvency 
laws have been superseded by the National Bankruptcy Act. 

II. WHO MAT BECOME BANKRXIPTS. 

(3) A resided in Missouri, but for two months conducted a 
business in New York. He then assigned his business to X for 
the benefit of creditors. X proceeded to liquidate. In about 
five months after X took possession a proceeding to declare A a 
bankrupt was started in New York. Was the proceeding brought 
in the right place under Section 2, sub. 1, of the National Bank- 
ruptcy Act? 

(4) A, a minor resident in Iowa, and working there as a clerk, 
owns a business in New York. He never visits the New York 
concern but acts through his brother-in-law. May A be declared 
a bankrupt in New York? 

(5) A, an insane person, but not officially declared to be such, 
commits an act of bankruptcy. May he be declared a bankrupt ? 
Suppose he had been judicially declared insane at the time the 
act was committed. What then? 

(6) A, an insolvent retail store-keeper, commits an act of 
bankruptcy. He gives up his trade and becomes a farmer. May 
he be prosecuted as a bankrupt? 

III. THE PETITIONING CEEDITOES. 

(7) A owes $3,000 to B, besides debts to twenty other credi- 
tors. B assigns $1,000 to X and $1,000 to Y and the three of 
them sign the petition in bankruptcy. Is it good? 
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(8) In the above ease suppose the petition had been signed 
by B, X and Y but that X and Y had held claims assigned by 
M and N. 

(9) A, a doctor, attends B in his illness, no amount having 
been agreed upon by the two as to the doctor's compensation. 
May the doctor become a petitioning creditor ? 

(10) On January 29, B assaulted C. On February 29 C 
joined with two others in a petition in bankruptcy against B. 
On March 29 C got a judgment of $140 against B for dam- 
ages in the assault. Is the petition good f 

(11) M had fifteen creditors. He assigned all his property 
to X for the benefit of his creditors. All the creditors but A and 
B joined in the assignment. A signs a petition in bankruptcy 
alleging there are less than 12 creditors. Is the petition good? 

(12) B and C accept the terms of A's assignment to X. May 
they become petitioning creditors ? 

(13) A has a claim of $100 against B for goods sold, to be 
paid May 1, 1917. May A become a petitioning creditor on 
April 15, 1917? 

IV. ACTS OF BANKRUPTCT. 

a. Fraudulent Acts. 

(14) A, who is insolvent, sells his house to B, but retains pos- 
session of the house. Is the sale fraudulent ? 

(15) A, an insolvent, sells some of his property, not exempt 
from seizure on behalf of creditors, and invests it in a home- 
stead, which, under the law of the state, is exempt from execu- 
tion. What can his creditors do about it ? 

(16) A transfers all his property to his son, who agrees to 
support him, the father, for the rest of his life. In two months 
the father dies, leaving several debts unpaid. Is the son liable 
for them ? 

(17) A purchased wine from B at 92 cents a gallon. Later 
the wine was seized by B 's creditors, who claim the transfer to A 
was invalid for want of adequate consideration. A sues to re- 
cover the value of the wine, which is found by jury to be twice 
what A paid for it. What judgment ? 

(18) A conveyed to B his house in consideration of $8,000 due 
from B to A and "board and washing." It was shown that the 
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debt of $8,000 was an honest debt, but that the "board and 
washing" was fictitious. Is the transfer in fraud of creditors? 

(19) A fraudulently transfers his property subject to a mort- 
gage to B, who pays off the mortgage. What are the rights of 
B and A's creditors? 

(20) A fraudulently transfers his piano to B, who pays by 
dheck. Before the check is cashed B becomes aware of A's 
fraudulent intent. "What should he do ? 

(21) A purchases a piano from B, who fraudulently acquired 
it from C with notice of the fraud. A has paid two installments 
of $10 each on the purchase price of $300. What are the rights 
of C 's creditors, if at this time A learns of the fraud 1 

(22) A, who is insolvent, borrowed $2,000 from B. He sold to 
B his house, worth $8,000, with a secret agreement that B should 
return it upon repayment of the loan. What rights have A's 
creditors? 

(23) A gives part of his property to his son, B. Upon A's 
death it transpires that his remaining property was inadequate 
to pay his debts. Have his creditors any claim against the son? 

(24) A conveys all his property to B and then assaults X. 
He does not defend X's action, and the latter recovers a judg- 
ment for damages. Can he assail the transfer? 

(25) A gives all his property to B. He then becomes indebted 
to X and has no way of paying the debt. What right has X ? 

(26) A transfers his property to B by way of gift but in- 
structs B not to file the deed. A then enters upon a risky busi- 
ness and loses. What rights, if any. Have his creditors ? 

(27) B has a mortgage on A's property. The property drops 
in value below the amount of the mortgage. To save foreclosure 
expenses A gives B a deed of the property. Have A's creditors 
any rights? 

(28) A, who is insolvent, is in receipt of funds over and above 
what he finds necessary to expend for current expenses to the 
amount of $1,500. He purchases various insurance policies for 
his wife and children, with the result that at his death he has 
paid enough to the insurance companies to pay his debts but his 
estate is insolvent. Have the creditors any redress ? 

6. Preferences. 

(29) It is conceded that the fair value of A's property, con- 
sisting chiefly of the tangible assets of his business, its good will 
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and value as a going concern, is in excess of his liabilities. X 
obtains a judgment against A, levies on his property and sells it. 
In the forced sale the property sells for less than A's liabilities. 
Can the creditors in bankruptcy set aside the transaction within 
four months as a preference, assuming that X had reasonable 
cause to know the effect of his levy and sale ? 

(30) A knew he was insolvent. X demanded payment of his 
debt in full and threatened to start bankruptcy proceedings un- 
less he was paid in full. A thereupon paid X in full. Did this 
constitute an act of bankruptcy ? 

(31) A is insolvent. In running his automobile he has in- 
jured X. To settle X's claim for damages, A pays X $1,000. 
Has A committed an act of bankruptcy ? 

(32) A claims the proceeds of accounts receivable collected 
by the trustee in bankruptcy of X's estate. The facts show that 
A agreed to advance money to X up to 80% of the accounts re- 
ceivable of X, and that A had the right to select such accounts 
as he desired. What are the rights of the parties? 

(33) A gives his creditor X a mortgage to secure a new note 
given in place of an unevideneed debt due. T claims there has 
been an act of bankruptcy. A contends the mortgage is not a 
transfer and that the mortgage was given for a new debt. Has 
A committed an act of bankruptcy? 

(34) Suppose in the above example the mortgage had been 
given April 15th, had been filed May 15th, and that Y had filed 
his petition in bankruptcy on September 1st. 

c. Preference Through Legal Proceedings. 

(35) X procures judgment against A, an insolvent, who is 
out of the country. Upon his return he is served with the peti- 
tion in bankruptcy, alleging that his judgment creditors have 
obtained a preference. A answers that he knew nothing of the 
matter and that there was no intent to defraud. 

(36) On Tuesday creditors filed a petition in bankruptcy 
against A, alleging that his property was to be sold on Saturday 
under a judgment sale. A procures a postponement of the sale 
and his brother-in-law pays off the judgment. Was the petition 
prematurely filed? 

d. Assignments and Receiverships. 

(37) A and B were partners. A died, and his administrator, 
X, applied for and obtained the appointment of a receiver to 
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liquidate the firm's affairs. Has the business committed an act 
of bankruptcy? 

(38) A partnership makes a general assignment for the bene- 
fit of its creditors. X, the creditor of one of the partners, A, 
files a petition against A, alleging that the assignment was an 
assignment of A's property. Can X sustain the petition? 

(39) A is about to leave the country, and makes a general 
assignment to X, directing him to pay all creditors and turn 
the remainder over to A's wife. A petition is filed by three of 
his creditors. Has he committed an act of bankruptcy ? 

(40) The directors of the X Y Z Co. applied in a state court 
for a receiver in liquidation proceedings. Have they committed 
an act of bankruptcy? 

e. Insolvency. 

(41) A is guarantor of B's debt. If B does not pay, A would 
be insolvent. A gives a large part of his property to X. B pays 
his debt. A then loses money through causes arising subsequent 
to the payment of B's debt. His creditors claim that his gift to 
X was fraudulent. 

(42) A owns stocks and bonds only. If the market goes 
down A will be insolvent. He gives away a part of his property, 
and the value of the rest falls to less than the amount of his 
debts. Have his creditors any rights? 

V. PROVISIONAL EEMEDIES. 

(43) A made a general assignment of his property for the 
benefit of creditors to B. Thereafter certain creditors filed a 
petition to have A adjudicated bankrupt. B then sold A's prop- 
erty to C for an inadequate consideration. Have the creditors 
of A any remedy ? 

(44) Three hours oefore an involuntary petition was filed 
against A, he transferred $15,000 to his son B, as agent for his 
father. This money was obtained by A, a few hours previous, 
from a mortgage of his real estate and a sale of his stock of mer- 
chandise. Later A was adjudicated bankrupt and a trustee 
elected. What may be done to prevent B from disposing of the 
$15,000? 

(45) Under the State law A was arrested and committed to 
prison for failure to pay a judgment for costs in a legal action. 
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Afterward, and while in custody, A filed a voluntary petition in 
bankruptcy. A asks the bankruptcy court to release him from 
jail on the ground that the judgment for costs is provable un- 
der 63 a (1), and would be barred by a discharge in bank- 
ruptcy because not within the exception of 17 a (a). Should 
A be released ? 

VI. PROVABLE CLAIMS. 

(46) On July 1, a petition in bankruptcy was filed against B. 
On August 1, B was adjudicated a bankrupt. Between July 1 
and August 1, B engaged C to perform certain legal services in 
matters unrelated to the bankruptcy proceedings. May C prove 
a claim against the bankrupt's estate for services rendered be- 
fore August 1 ? 

(47) A subscribed for $1,000 of the capital stock of the Na- 
tional Express Company, paying $10 down and agreeing to pay 
the balance "in such installments as may be called for by the 
company." Thereafter A became bankrupt. Subsequent to A's 
discharge from bankruptcy the Express Company levied an 
assessment of $300 on A's subscription. A claims that his dis- 
charge in bankruptcy relieves him of all his obligations and 
refuses to pay the assessment. Is A's contention correct? 

(48) January 3, A gives B his promissory note for $1,000, 
due March 1. January 4, B endorses the note and sells it to C. 
January 10, a voluntary petition in bankruptcy is filed by B. 
February 5, B is adjudicated bankrupt. When the note becomes 
due, A fails to pay it. May C prove a claim for the note against 
B's estate? 

(49) A entered into a contract to construct a building, and 
gave a bond to secure performance with the Guaranty Company 
as surety. A agreed to indemnify the Guaranty Company 
against any damage it might be compelled to pay for any default 
of A. A abandoned the contract in November, 1910 ; the owner 
completed it April 13, 1911, and on May 14, 1911, compelled 
the Guaranty Company to pay the amount expended in finish- 
ing the building in excess of the contract price. On May 29, 
1911, A filed a voluntary petition in bankruptcy, and was dis- 
charged in October, 1911. Later the Guaranty Company sued 
A on the agreement of indemnity. A claims that the discharge 
in bankruptcy discharged him from liability under the agree- 
ment with the Guaranty Company. Is A's contention correct? 
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(50) On February 8, A, for valuable consideration, gave B 
his promissory note for $6,000. The note was payable four 
months after date. On February 10, B endorsed it for value to 
C. Thereafter, and before the maturity of the note, A filed a 
voluntary petition in bankruptcy. C proved his claim as holder 
of the note and received a dividend of $2,382.40, which was en- 
dorsed on the note. At maturity of the note it was duly pro- 
tested, and notice given to B, who paid C the balance of $3,646.46 
due on the note. A has, in the meantime, been discharged in 
bankruptcy. Thereafter B sues A for the $3,646.46. A claims 
to have been released from all liability on the note through his 
discharge in bankruptcy. Is A's contention correct? 

(51) In January, A became B's surety on a bond in favor 
of C; B agreed to reimburse A for any amount he might be 
compelled as surety to pay C. In March, B filed a petition in 
bankruptcy. In June, A was compelled to pay $1,000 to C for 
breach of bond by B. After B's discharge in bankruptcy, C 
sues him for the $1,000. B claims that C should have proven 
the debt in bankruptcy, and therefore he (B) is no longer liable. 
Is B 's claim well founded ? 

(52) A gives B his note for $2,000. B endorses the same to 
C for value. Thereafter A files a petition in bankruptcy. After 
C has made out an affidavit in due form for proving the debt, 
but before the first meeting of A's creditors, and therefore be- 
fore the debt could be admitted to proof, B pays C $500 on the 
note, so that C will release him (B) from further liability. 
The question now arises : Can C prove for the entire $2,000, or 
must C first deduct the $500 received from B and prove for 
only $1,500? 

(53) A and B, partners, make a partnership note for $1,000, 
payable to A, which A endorses for value to C. Thereafter A 
and B become bankrupt. Can C prove his claim for the entire 
$1,000 against the estates both of the firm and the endorsing part- 
ner before any dividend is declared on either ? 

(54) On March 2, A filed a voluntary petition in bankruptcy 
and was adjudged bankrupt. On June 22, B recovered judg- 
ment against A for $5,000 upon a claim for profits from the 
infringement of a patent. May A prove this claim of $5,000 
against the bankrupt's estate? 



PROBLEMS 169 

(55) A ordered his broker, B, to buy 550 shares of Metro- 
politan Traction stock. B bought them and retained them as a 
pledge and security for the amount due from A on the stock. 
Thereafter B, without the knowledge of A, with intent to de- 
fraud and cheat A, sold the stock and converted the proceeds 
to his own use. Thereafter B became bankrupt and was duly 
discharged. Later A sued B in tort for fraudulently converting 
the property. B sets up that his discharge in bankruptcy dis- 
charged A's claim. What rights has A? 

(56) In June, 1915, A agreed to deliver 80 bales of hops 
each year from 1915 to 1920, inclusive, to the B Company, a cor- 
poration of Missouri, for which the latter agreed to pay 15 cents 
a pound. The hops were to be delivered during the months of 
September to February. In October, 1915, the B Company 
was adjudged an involuntary bankrupt. A contends the bank- 
ruptcy of the B Company breached the contract. A claims to be 
damaged to the extent of $5,000 by the breach, and asks the court 
to liquidate the damages so that they may be proved against the 
estate of the bankrupt. The question to be decided is, did the 
adjudication in bankruptcy against the B Company of itself 
constitute such a breach of the contract as to mature the whole 
executory contract, entitling the claimant to prove and have 
allowed against the estate in bankruptcy the damages claimed? 

(57) A has broken his promise to marry B. Thereafter A 
becomes a bankrupt. Is B's claim for damage for A's breach of 
promise provable? 

(58) A obtains a divorce from her husband, B. The court di- 
rects B to pay A alimony at the rate of $50 a month. B fails 
to pay the alimony, and a year later files a petition in volun- 
tary bankruptcy. May A prove her claim for $600, alimony in 
arrears, at the time of filing the petition ? 

(59) A was indicted for keeping a disorderly house. A jury 
found him guilty and the court fined him $400. Thereafter A 
became a voluntary bankrupt. The State attempts to prove its 
claim for the fine of $400. The trustee objects. Should the 
trustee's objection be sustained? 

(60) On August 14, 1907, A gave B a lease for five years 
with a rental of $250 a month. The lease provided in part : " In 
ease the lessee is declared a bankrupt, the lease shall terminate 
and the lessor has a right to re-enter, in which case the lessee 
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agrees, as a part consideration hereof, that it, and its legal rep- 
resentatives, will pay to the lessor and his legal representatives 
on the first day of each month, as upon rent days, the difference 
between the rents and sums otherwise reserved with due dili- 
gence collectible, on account of rents of the demised premises 
for the preceding month, up to the end of the term remaining at 
the time of entry. Such re-entry shall not prejudice the right 
of the lessor to recover amounts accrued or due at the time of 
such re-entry." 

On January 20, 1908, a petition was filed against B, and on 
May 27, 1908, they were adjudged bankrupts. On April 29, A 
re-let the premises for the remainder of the term to C, who 
entered on July 1, 1908. The rent under the new lease was at 
the rate of $17^ per month from July 1, 1908, to February 1, 
1909, and at a rate of $250 per month thereafter. On July 14, 
A filed his claim as follows : 

Full rent from February, 1908, to July, 1908. . $1,250 
Difference between rent received and rent stipu- 
lated in new lease from July, 1908, to Feb- 
ruary, 1909 525 



$1,775 
The trustee moves to expunge the claim. Shall the claim be 
allowed ? 

VII. PROPERTY PASSING TO TRUSTEE. 

(61) On January 3, at 7 A. M., A's mother died. A had no 
relatives. At 1 o'clock of the same day a petition was filed 
against A. Does the property coming to A from his mother 
belong to him or to his trustee in bankruptcy? 

(62) On December 17, an involuntary petition in bankruptcy 
was filed against J and A as partners and individually. On 
January 4, J committed suicide. On January 9, the firm and 
its members were adjudged bankrupt. What disposition should 
be made of J's insurance, made payable to J's estate? 

(63) A had a claim for service against the R Company. He 
brought an action after he had been adjudicated a bankrupt. 
Since there was apparently no property and the creditors had 
no knowledge of this claim, a trustee was never elected. The 
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R Company defends on the ground that A had no legal title to 
the claim, his estate having passed over to his creditors. 

(64) Mr. and Mrs. T were citizens and residents of Kansas. 
T owned property in Missouri. Under the law of Kansas the 
wife is not entitled to dower, but under the law of Missouri the 
wife is granted a right of dower in all real property owned by 
the husband at any time during the marriage. The trustee in 
bankruptcy of the estate of T relies on Section 8 of the Bank- 
ruptcy Act, and contends that he can sell the land in Missouri 
free from the wife's inchoate dower right. 

(65) A, husband of B, became bankrupt. The trustee at- 
tempts to reach the interest of the husband in the wife's estate. 
A child has been born ; the wife is still alive. 

(66) A left property to his wife B for life, and gave B the 
right to determine the manner and proportions in which, at the 
death of B, the estate should be divided among X, Y and Z, and 
in default of the exercise of such right by B, A provided that 
the property should be left to X, T and Z in equal shares. Y 
became a bankrupt and shortly thereafter B died, having ap- 
pointed in his will X, Y and Z as the recipients of A's estate in 
equal shares. The trustee claims the share of Y on the prin- 
ciple that he obtained it under the will of A, B merely having 
exercised a power. "Who has the right to the property? 

(67) A has a license to sell liquors in Pennsylvania. The 
statutes of that state permit the license to be transferred subject 
to the approval of a court of quarter sessions. A becomes bank- 
rupt. The trustee claims the license, but A claims it on the 
ground that he has no right to transfer it without the court's 
approval. 

(68) A becomes bankrupt. His property is sold. It consists 
of the tangible assets, goodwill and other intangible values of 
A's business theretofore conducted at Merhaven. X purchases 
the property. A is discharged in bankruptcy, borrows money, 
sets up in business and solicits his old customers. X seeks an 
injunction to restrain A from conducting the business and solic- 
iting the customers? "Will it be granted? 

(69) A, an inventor, applies for a patent. Before it is 
granted he becomes a bankrupt. Does the patent subsequently 
granted belong to the trustee? 

(70) A had a policy of insurance which provided that it 
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would indemnify for fire originating on the premises only. A 
fire starting in the neighborhood destroyed A's house. A be- 
came bankrupt. The insurance company paid A one-half the 
amount of the policy. The trustee claimed the funds. What 
right, if any, has the trustee ? 

(71) A negligently injures B. B becomes a bankrupt. Does 
B 's right to sue A for damages pass to the trustee in bankruptcy 
of his estate? 

(72) Suppose, in the above case, B had recovered a judgment 
before the petition was filed? Before the adjudication? 

(73) A, the trustee of B in bankruptcy, brings an action 
against X, under the banking act, to recover double the amount 
of interest paid by B to X under a usurious contract. X de- 
fends that the right of B to recover the double amount is a 
penalty and therefore cannot be transferred. For whom should 
judgment be given? 

(74) S owned a six-year endowment policy on his life, pay- 
able to him or to his children. He becomes a bankrupt and sur- 
renders the policy to the company. Can the trustee recover the 
policy ? 

(75) A, the wife of B, being possessed of a private estate, 
procured a policy on her life payable to B. B became a bank- 
rupt. A continued paying the premiums and in less than a year 
died. Do the proceeds of the policy belong to B or to his 
trustee ? 

Vm. PEEFBRENCES. 

(76) A calls up B and asks B for payment. B says it is in- 
convenient to pay, but that he will return the goods he has not 
yet used. All the other elements of preference are conceded to 
be present, but A insists that he did not know he was being 
preferred. Can the trustee in bankruptcy set the transfer aside ? 

(77) A is agent of P. A knew B's financial condition and 
told him that he had better settle his account with P if he de- 
sired additional credit. B gave P a mortgage of all his prop- 
erty. P knew nothing of B's condition. Is the preference 
voidable ? 

(78) A is unable to pay his debts as they mature in the ordi- 
nary course of business. X, a creditor, gets a judgment against 
A. Three creditors petition for the bankruptcy of A. A does 
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not defend. The trustee seeks to avoid the lien of the judgment 
on the ground that inability to pay debts shows insolvency. 

(79) A has insufficient property, if his exempted property is 
excluded, to pay his debts. He gives a mortgage of part of his 
property to B, and within four months becomes a bankrupt. 
May the mortgage be set aside? 

(80) A had assets amounting to $7,561.91, which did not in- 
clude a farm subject to a mortgage of $5,000, sold by quit-claim 
deed to A's brother B for $4,500. A kept the whereabouts of 
the $4,500 secret, and upon the hearing of the petition in bank- 
ruptcy said he had invested it in distant lands. His liabilities, 
exclusive of the note secured by the mortgage on the farm, 
amounted to $7,205.10. "Was A insolvent? 

(81) On January 2, A, while insolvent, transferred some ac- 
counts receivable to B for an antecedent debt. None of these 
accounts was collected till March 3. On June 15 an involuntary 
petition was filed against A. Can the money collected by B be 
recovered by the trustee ? 

(82) A borrows money from X, agreeing to repay it out of 
the proceeds of the sale of a piece of property he is trying to 
sell. Upon the sale of the piece of property the debt is paid, 
but within four months A becomes a bankrupt. X asserts the 
transaction constituted an equitable lien on the fund at the 
time of the original agreement. Is the lien avoidable? 

(83) A, from time to time, ,drew drafts on B and placed in 
its (A's) vaults certain securities, marked "Escrow, for ac- 
count of B." Prom time to time, with B's consent, A withdrew 
certain securities and substituted others. This practice went on 
for years. Its condition having become uncertain by reason of 
a panic, B's agent took possession of the securities, and within 
four months A became a bankrupt. Was this a voidable pref- 
erence ? 

(84) B is the present owner of a note made a year ago by 
A to X and endorsed by X. A pays the note, and within four 
months becomes a bankrupt. Is the payment of the note a 
voidable preference as against B ? As against X ? 

(85) B is a stockbroker and has bought stock for X on mar- 
gin. B has pledged the stock, along with other securities, for 
a loan. X, learning of B's insolvent condition, pays up the 
stock and thus gets control of it. The market value of the stock 
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is greater than the amount paid up. Has B given X a voidable 
preference ? 

(86) A is a tenant on a year's lease of property belonging to 
B. On June 1, A pays rent due under the lease on that day, and 
on June 10 goes into bankruptcy. Has B received a preference ? 

(87) A, an insolvent, pays interest in advance. Is this a 
voidable preference? 

(88) A, an insolvent, gives to B, v?ithin four months of the 
filing of a petition, collateral worth $1,000 to secure $500 there- 
tofore loaned and $500 loaned at the time. Has B been pre- 
ferred ? 

(89) A, in 1912, gave B security worth $1,000 for a contem- 
poraneous loan of that amount. In June, 1913, the value of the 
security had depreciated to $800. A replaced the security at 
that time with other security worth $1,000, and in consideration 
B renewed the note for a year. Has B been preferred ? 

(90) A has discounted notes at the B bank, discounted by the 
latter for third persons. A, while insolvent, deposits money 
with the bank. Is this a preference? 

(91) A, while insolvent, and within four months of the filing 
of a petition, performed services for X, a creditor, which were 
agreed by the two to equal the amount of the debt and to can- 
cel it. The trustee claims that this was a preference, that X 
should have paid A the money value of A's services and then 
proved his claim against A with the other creditors. 

(92) A, workingman in the employ of B, has a claim of $500 
against him, for six months' wages. B, while insolvent and 
within four months of the filing of a petition in bankruptcy 
against him, pays A $250. Is the payment a preference ? 

(93) A claims that he has not received a preference, since he 
was paid in money, and section 60 does not mention money, but 
speaks only of "a transfer of any of his property." 

IX. LIENS NULLIFIED IN BANKRUPTCY 

(94) A gave B a judgment note with collateral, the note ap- 
pointing B A's agent to enter judgment on the note without 
notifying A. On August 1, B enters judgment without notify- 
ing A. It is proven that B did not know or have any reason- 
able cause for knowing that A was insolvent. May the trustee 
deem the judgment null and void ? 
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(95) A mechanic, -within four months of the filing of a peti- 
tion against A, and while A is insolvent, files a mechanic 's lien 
against A's property, together with an affidavit required by 
law. Is the Hen void ? 

(96) B contracted to convey property to F. Consideration 
was paid, but the deed was not recorded till C attached the 
property. Under the state law the attachment was superior to 
the unrecorded deed. But in four months B became a bankrupt. 
The trustees in bankruptcy sought an order placing themselves 
in the position of C, under Section 67 f. It was contended by 
P that that section made the attachment lien null and void and 
therefore gave effect to his deed, which in the meantime he had 
recorded. 

(97) A sells B a piano on conditional sale, the condition be- 
ing that the title to the piano shall remain in A till the purchase 
price is paid in full. B becomes bankrupt. The trustee claims 
the title to the piano free of any lien. The state law provides 
that conditional sale agreements must be filed. To whom does 
the piano belong? 

(98) In 1891, A made a mortgage to B of aU his assets then 
used in his business or thereafter acquired in consideration of 
B's becoming surety on A's note to X. In 1900 there remained 
but two houses of the property originally in hand. A was 
unable to pay his tiote to X and B took his property and sold it. 
Within a month A was declared a bankrupt. The trustee in 
bankruptcy of A's estate sues to recover the proceeds of the 
sale on the ground that B did not have a valid lien and that 
B's possession of the after-acquired property under the mort- 
gage of 1891 constituted a voidable preference. 

(99) A gives B a defectively executed chattel mortgage on 
some of his property, which mortgage B records in an improper 
office on January 3. Subsequently some debtors of A obtain 
judgment, and A is put into bankruptcy on July 5. The trustee 
claims the property free from B's mortgage by virtue of clause 
2 of Section 47 of the Bankruptcy Act. B claims his equity is 
better than that of the judgment creditors and that he has a 
valid preference. 

X. VOIDABLE FRAUDULENT TRANSFERS. 

(100) A, within four months of his bankruptcy, while insol- 
vent, sold out his entire stock to X. It is shown that the stock 
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was reasonably worth more than X paid. It is claimed by X 
that he had no knowledge of A's insolvency or that the sale 
would hinder or delay the payment of A's debts. May the sale 
be set aside ? 

(101) A sells his property to B for a valuable consideration. 
It is shown that the sale will hinder or delay the creditors in 
establishing their rights. Can the transaction be set aside if B 
knows nothing of the situation at the time the sale is consum- 
mated? Suppose he did know; would the valuable considera- 
tion cure any defects? 

(102) In which of the problems numbered 14 to 28, inclusive, 
could the trustee avoid the transfer if it had taken place within 
the period of four months prior to the filing of a petition in 
bankruptcy ? 

(103) In which of the same problems could the transfer be 
set aside if it had been made before the period of four months 
prior to the filing of the petition? 

XI. SET-OFF AKD COUNTER CLAIMS. 

(104) A borrowed $1,000 from B, and gave B 10 shares of 
stock as collateral security, which B promised to return on pay- 
ment of the $1,000 and interest. A and B then became co-sure- 
ties on a bond of C. C defaults, and A and B become liable as 
co-sureties for $500. B paid the $500. Thereafter A became 
bankrupt. Meanwhile, the debt of A to B became due. The 
stock held as collateral is worth $1,200. The trustees of A's 
estate offer to pay B the amount of the debt and ask for a re- 
conveyance of the stock. B, however, claims the right to set off 
the $200 surplus against the other debt owing from A, i. e., A's 
liability as co-surety to B to contribute one-half of what B paid 
for both co-sureties. How would you decide this? Under the 
laws of Massachusetts, where this question arises, B has a right 
to sell the shares of A held as collateral after giving certain 
notice. 

(105) A buys merchandise from B amounting to $500. B 
buys merchandise from C amounting to $1,500, and gives C a 
note for that amount. B becomes financially embarrassed and 
makes an assignment for the benefit of creditors. Before a peti- 
tion in bankruptcy is filed against B, C transfers the note of 
B to A in order to get the full benefit of the set-off, subject to 
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an ultimate settlement between the parties after the amount of 
the dividends in bankruptcy should be ascertained. May A set 
off the note for $1,500 against the $500 which he owes B? 

(106) B occupies a loft as tenant of A at a rental of $300 
a month. Through the negligence of A, water comes in upon 
the premises leased to B, and B's stock of merchandise is in- 
jured. B fails to pay rent for two months. A then becomes 
bankrupt. May B set off against his liability for rent to the 
bankrupt estate a claim for damages caused by the bankrupt's 
negligence ? 

XII. EXAMINATION OP BANKRUPT. 

(107) Certain creditors of the bankrupts not having attended 
at the first meeting, when the bankrupts were present and ready 
for examination, but having afterwards been admitted to prove 
their claim, applied to the referee for order for an examination 
of the bankrupts in their behalf after the bankrupts had filed 
their application for discharge. Should the examination of the 
bankrupts be permitted ? 

XIII. CLAIMS HAVING PRIORITY. 

(108) A trustee offers to pay the tax collector taxes, with the 
penalties of one per cent per month, as required by the state 
law, from the day the taxes became delinquent to the date of the 
adjudication in bankruptcy. The collector demands payment 
with penalties to the date of collection. The trustee relies on 
the rule that debts or claims cannot draw interest beyond the 
date of adjudication. How should the court decide the matter? 

(109) The trustee set off for A, a bankrupt, as exempt prop- 
erty, a homestead on which taxes were due. The bankrupt asks 
the trustee to pay the taxes. The trustee refuses, claiming that 
under the bankruptcy law the trustee does not get title to the 
exempt property. The question is referred to the court. How 
should it decide? 

(110) A is employed by B as a laborer at $150 per month. 
A's wages have not been paid for three months, when B made 
a general assignment and became a bankrupt. Under the laws of 
Illinois, where A was employed, wages, irrespective of amount, 
earned within three months prior to the making of a gen- 
eral assignment, are given priority over other claims. Is A's 
claim for $450 entitled to priority? 
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(111) A acquired, by assignment, several claims of $200 each 
for wages, earned within three months before the commence- 
inent of proceedings in bankruptcy against B, the bankrupt 
debtor. The wages were assigned prior to the commencement of 
bankruptcy proceedings. Is A's claim entitled to priority? 

XIV. DISTRIBUTION OF THE ESTATE. 

(112) A trustee shows that he has converted the entire estate 
into money, and now petitions the referee that a final dividend 
be declared, and that the entire assets of the estate be dis- 
tributed among the creditors whose claims have been proved and 
have been allowed. The referee held that enough should be 
withheld to pay the proportionate claims of scheduled debts 
which had not been proven, since the year in which to prove 
debts had not expired. The question is referred to the court. 
What should it decide? 

(113) Under what circumstances might the creditors receive 
a dividend of 100% ? 

(114) The X Company has gone into bankruptcy and the 
trustee has received the following assets and must make a dis- 
tribution to the following creditors: 

Received from the sale of assets $577.42 

Creditors' claims to be settled: 

A. Stenographer $14.00 

B. Services as Special Master 8.00 

C. Services as appraiser 3.00 

D. Services as receiver 15.00 

E. Attorney for receiver 10.21 

E. Attorney for petitioning creditors 40.00 

F. Services as appraiser 3.00 

F. Services as appraiser 8.00 

G. Stenographer 2.50 

H. Rental of store for one month 40.00 

I. Premium on trustee's bond 20.00 

J. Trustee commissions 33.82 

K. City taxes due 57.00 

E. Disbursements as attorney for trustee 8.04 

B. Counsel fee as attorney for trustee 63.25 

L. Referee commissions 9.85 
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M. Clerical services $14.00 

N. Travelling salesmen 28.00 

0. General creditor 100.00 

P. General creditor 300.00 

Q. General creditor 75.00 

E. Counsel for Q.... 40.00 

S. Sundry creditors 60.00 

T. Counsel for bankrupt 50.00 



$997.67 

Prepare a final report and account of distribution of the trus- 
tee in bankruptcy of the above estate. 

XV. COMPOSITIONS. 

(115) A was adjudicated bankrupt. Appraisers have been 
appointed and have filed their reports, showing the value of the 
bankrupt's assets to be $4,500. After A has filed a schedule 
and been examined he offers a composition at the rate of 15 per 
cent. Approximately $1,500 is required to carry out the offer 
of composition. A majority in number and amount of all cred- 
itors whose claims have been allowed have accepted in writing 
the offer of composition. The referee reports these facts and 
recommends that the composition will be for the best interests 
of the creditors ; that it is made in good faith, and not procured 
by any means, promises, or acts prohibited by the bankruptcy 
law; and that the bankrupts have not been guilty of any act, 
or of any failure in duty, which would be a bar to their dis- 
charge. Certain creditors object. Should the judge confirm 
the composition? 

(116) A, having been adjudicated bankrupt, and having been 
duly examined, makes a very favorable composition offer, which 
is accepted by all but one small creditor. If the composition is 
not confirmed the creditors will suffer a financial loss. But it 
appears that A, "with fraudulent intent to conceal his true 
financial condition and in contemplation of bankruptcy, de- 
stroyed, concealed or failed to keep books of account or records 
from which his true condition might be ascertained." Should 
the court confirm the composition? 
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XVI. DISCHARGE. 

(117) Corporation A is bankrupt and in due course applies 
for a discharge. Creditors oppose the discharge on the follow- 
ing grounds : First, a corporation is not entitled under the Act 
to a discharge; seeolid, the court can refuse a discharge for 
causes other than those mentioned in Section 14 of the Act, and 
should refuse to grant a discharge in this case by reason of the 
injurious effect it might have upon the creditors' right to en- 
force the secondary liability of the directors of the corporation 
under the state (Massachusetts) statute. Are these reasons 
sufiSeient to refuse A a discharge? 

(118) A kept books to aid in the conduct of his business, but 
they did not show his financial condition. A became bankrupt, 
and in due time applied for a discharge, which was opposed by a 
creditor, who based his objection on 14, b, 2. Should the appli- 
cation to be discharged be granted? 

(119) A borrowed from B $40, gave B his promissory note, 
and at the same time executed a written assignment of his wages 
due or to become due from his present or future employers until 
the debt should be paid. A copy of the assignment was served on 
A's employer. Thereafter A became bankrupt and was duly dis- 
charged. May B now enforce the assignment against A's wages 
earned after the discharge in bankruptcy ? 

(120) A gave B a promissory note for $750. B endorsed the 
same to C. Thereafter, on April 13, A filed a petition in bank- 
ruptcy and was discharged on September 12. A failed to sched- 
ule the claim of C, nor was any notice of the bankruptcy pro- 
ceedings brought to C's attention until November 6. Was C's 
claim against A barred by the discharge in bankruptcy? 

(121) A obtained a judgment against B on May 25, 1900. 
On April 2, 1904, B filed a petition in bankruptcy, the schedules 
giving A's residence as 212 Ninth Avenue, in the city of New 
York, which was his place of business. A's residence up to May 
1, 1904, was Ridgewood, N. J., and after that date was at 238 
West Twenty-first Street, in New York City. The city direc- 
tories for 1904 and 1905 correctly gave his residence as above 
stated. A swears positively that he never received notice of de- 
fendant's bankruptcy. Would A's claim be barred by B's dis- 
charge in bankruptcy? 
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(122) A owed B $4,000. A then became bankrupt, and while 
bankruptcy proceedings were pending wrote a letter containing 
the following: "Be satisfied; all will be right. I intend to pay 
all my just debts, if money can be made from hired labor. Se- 
curity debt I cannot pay. . . . All will be right betwixt me 
and my just creditors." After A was discharged from bank- 
ruptcy B sues A for the debt. A sets up the discharge in bank- 
ruptcy as a bar. B claims A made a new promise in writing, 
in consequence of which B made no effort to collect the debt. 
Who wins? 

XVn. PAETNEESHIPS. 

(123) A and B are partners. The firm is now insolvent. A 
makes a general assignment of the partnership assets to C for 
the benefit of creditors. May the firm and A, individually, be 
petitioned into bankruptcy? 

(124) A, B and C were partners. A and B disappeared with 
all the partnership funds and assets. C then set about to pay 
up the partnership debts, and succeeded in paying all but one, 
amounting to $1,000, owing to X. C then became bankrupt. 
X presents his claim for $1,000. Should X be entitled to share 
pro rata with the individual creditors of C ? 

(125) A, B, C, D and E are partners. A, B, C and D make 
a general assignment for the benefit of creditors, against the 
objections of E. The firm is adjudicated bankrupt, as are A 
and B individually. The other partners were not adjudicated 
bankrupt — C because he was a wage-earner, D because he was 
a tiller of the soil, and E because he had not committed any act 
of bankruptcy. May the bankruptcy court order C, D and E 
to turn over the possession of their personal property to the 
trustee, to be sold and distributed and administered the same 
as if each (C, D and E) had been adjudged bankrupt? 
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Beferenees to Principles are made in italics. 

Account of trustee, 151 ; oath to, 152. 

Accounts of marshal, 91; of referee, 93. 

Acts of bankruptcy, 8; 43. 

Adjudication, defined, 39; references subsequent to, 55; "not bankrupt," 
122; of bankruptcy, 123. 

Administering estates, expenses of, 77. 

Admission of insolvency, 10; 44. 

Affirmations, 54. 

Allowable claims, 20, 21. 

Amendment to General Orders, 98. 

Amendments to petition, 89. 

Appeals, 98. 

Appeals and writs of error, 56. 

Appellate courts, 39; 56. 

Appointment oath and report of appraisers, 124. 

Appraisal of assets, 29; 83. 

Appraisers, oath and report, 124. 

Arbitration of controversies, 57; 96. 

Arrest and detention of bankrupt, 13. 

Assigiimeuts and receiverships, 10; 165. 

Assignments of claims, 19. 

Assets, appraisal of, 29, 83; conversion of into cash, 29; discovery of, 30; 
distribution of, 30; marshaling, 37. 

Attorney-general, duties of, 69. 

Attorney in fact, form of general letter, 129; special letter, 130. 

Auction sale of real estate, form of petition and order for, 146. 

Bankrupt, arrest and detention of, 13, 48; duties of, 17; discharge of 34; 
effect of discharge of, 35; defined, 39, 43; defense to proceedings, 44; 
who may become a, 45; exemptions of, 46; duties of, 47; protection 
and detention of, 48; extradition of, 48; death or insanity of, 48; 
suits by and against, 49; co-debtors of, 52; penalties for offenses 
committed by, 58; petition for discharge of, 96, 156; order of notice, 
156; opposition to discharge of, 96, 157; subpoena to, 118; denial of 
bankruptcy, 118; referee's order for examination, 134; examination, 
135; discharge of bankrupt, 158; who may become bankrupts, 162; 
examination of, 177; discharge of, 180. 

Bankruptcy Act of 1898, 39. 

Bankruptcy acts, ancient, 1; in America, 2; dates of enactment, amend- 
ment and repeal, 2; state laws and federal acts, 2, 3. 

Bankruptcy courts, creation and jurisdiction of, 41. 

Bankruptcy, purpose of, 1; voluntary and involuntary, 5; the five acts 
of bankruptcy, 8; adjudication of, official form, 123; acts of, 163; 
liens nullified in, 174. 

Bond of petitioning creditors, 121; to marshal, 122. 
Bonds, of referees and trustees, 67. 
Cessio bonorum, 1. 

Claims, filing, 18; form and contents of proof of, 18; who signs the proof 
of, 19; assignments of, 19; interest on, 19; for damages, 19, note; 
proof of by contingent creditors, 20; valid, provable and allowable, 
20; tort, 20; of creditors who have received a preference, 22; proof 
and allowance of, 71; proved claims transmitted to clerk, 94; com- 
pounding of, 95; order forms, reducing, 142; expunging, 143; list of 
and dividends, 143; provable, 167; having priority, 177. 
Clerks, definition of, 39; duties of, 69; compensation of, 69; 97. 
Closing of estate, 34- 
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Compensation of officers, 60; of referees, 62; of trustees, receivers and 

marshals, 65; of clerks, 97. 
Compositions, 32; opposition to, 33, 96; petition for meeting to consider, 

158; application for confirmation of, 159; order confirming, 160; 

order for distribution in, 160; problems, 179; when confirmed, 49; 

when set aside, 50. 
Compounding of claims, 95. 
Compromises, 58. 
Conditions prior to act of 1898, 3. 
Conduct of proceeding^, 86. 

Confirmation of composition, 33, 49; application for, 159. 
Confirming composition, order form, 160. 
Contempts, 34. 

Controversies, arbitration of, 57. 
Conversion of assets into cash, 29. 
Conveyances, fraudulent, 8. 
Corporations defined, 39. 
Costs of administering estate, 31, 38. 
Counter-claims, 82; 176. 
Court, defined, 39. 

Courts and procedure, 52; jurisdiction of, 56. 
Courts of bankruptcy, defined, 40. 

Creation of courts of bankruptcy and their jurisdiction, 41. 
Creditors, independent action by, 14i notices to, 15; meetings of 16; 

entitled to vote, 17; may act by proxy, 18; general, 32; individual 

and partnership, 37; defined, 40, 70; voters at meetings of, 71; notices 

to, 73; preferred, 75; special meeting of, 94; form of petition, 116; 

bond, 121; notice of first meeting, 127; appointment of trustee, 130; 

letter to trustee, 145; petitioning, 162. 
"Credits and Collections," 6. 
Crimes and contempts, 34- 
Date of bankruptcy, defined, 40. 
Death or insanity of bankrupts, 48. 
Debtor, imprisoned, 95; petition form, 100. 
Debts, ordinary legal proceedings in collection of, 9; not affected by 

discharge, 52; provable, 77; of priority, 77; proof of, 92; list of 

proved at first meeting, 128. 
Declaration and payment of dividends, 78. 
Defense to proceedings, 44. 

Definitions of words and phrases in Bankruptcy Act, 39. 
Denial of bankruptcy, 118. 
Depositories for money, 76. 
Discharge of bankrupt, 34; acts preventing, 34; effect of, 35; when 

granted, 50; revoked, 52; debts not affected by, 50; form, 158; 

problems, 180. 
Discovery of assets, 30. 
Dismissal of petitions, 74. 
Dissolution of liens, 26. 

Distribution of estate, 30; in composition, order form, 160; problems, 178. 
Dividends, how paid, 32; declaration and payment of, 78; unclaimed, 79; 

form of notiiee of, 144. 
Docket, 85. 
Duties of trustee, 28. 
Estate, distribution of, 30; problems, 178; costs of administering, 31; 

closing of, 34, 76; expenses of administering, 77. 
Ettinger and Golieb, Credits and Collections, 6. 
Evidence, 54. 

Examination of bankrupt, 135; problems, 177. 
Exempted property, trustee's report of, 149. 
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Exemptions, 24, 46. 

Expenses, indemnity for, 88. 

Filing, claims, 18; petitions, 74; papers, 86j after reference, 91. 

Form and contents of proof of claim, 18. 

Forms, 59, 99; official, 100. 

Fraudulent acts, 163; transfers, 175. 

Fraudulent conveyances, 8. 

Fraudulent transfers, 27. 

General creditors, 32. 

General orders in bankruptcy, 85. 

General provisions, 98. 

Imprisoned debtor, 95. 

Indemnity for expenses, 88. 

Independent actions by creditors, li. 

Injunctions, IS. 

Insanity of bankrupts, 48. 

Insolvency, state laws concerning, 2; admission of, 10; as a prerequisite 

to bankruptcy proceedings, 11; definition of, 11; under National 

Bankruptcy Act, 11; defined, 40; problems, 166. 
Insolvency laws, state, 2, 162. 
Intent of the debtor, 12. 
Interest on claims, 19. 
Involuntary bankruptcy, 5; schedule in, 88. 
Judge, review by, 94. 
Jurisdiction of courts, 5; of bankruptcy courts, 41; of TTnited States and 

State courts, 56; of Appellate courts, 56; of referees, 60. 
Jury trial, form of order for, 119. 
Leaseholds, 23. 

Letter of Attorney in fact, general, 129; special, 130. 
Liens, dissolution of by legal proceedings, 26; secret, 26; in partnership 

cases, 38; liens, 79; nullified in bankruptcy (problems), 174. 
Life insurance ipolieies, 23. 
Lost bill or note, affidavit form, 141. 
Meetings of creditors, 16; voters at, 71; special, 94; notice of first 

meeting, 127; list of debts proved at, 128. 
Marshaling assets, 37. 

Marshals, compensation of, 65; accounts of, 91; special warrant to, 119. 
Marshal, return on warrant, 120; bond, 122. 
Money, depositories for, 76; payment of moneys deposited, 95. 
National Bankruptcy Act, 39; effect upon proceedings under state 

laws, 84. 
Newspapers, designation of and notices published in, 58. 
No assets, trustee's form of return, 150. 
Notices to creditors, 15, 73; form of dividend, 144. 
Nullification of liens in bankruptcy, 174. 
Oaths, affirmations, 54. 
Offenses, 58. 

Officers, defined, 40; duties and compensations of, 60. 
Opposition to discharge or composition, 96. 
Order form for jury trial, 119; form of reference, 125; in judge's absence, 

126; to show cause upon creditor's petition, 117. 
Orders, 59; in bankruptcy, 85; of referee, 94; amendment to, 98. 
Page, E. D. quoted, 4. 
Partners, 45. 
Partnerships, in bankruptcy, 36; right to sign petition, 38; schedules, 36; 

trustee, elected by partnership creditors, 37; marshaling assets, 37; 

distribution to individual and partnership creditors, 37; proceedings 

in, 88; form of petition, 114; problems, 181. 
Payment of dividends, 32, 78; of moneys deposited, 95. 
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Perishable property, form of petition and order for sale of, 149. 

Petition, defined, 40; against whom filed, 43, 44, 45. 

Petition for discharge, 96. 

Petition form, debtor's, 100; partnership, 114; creditors, 116; order to 

show cause, 117; for removal of trustee, 153, notice of, 153. 
Petition and order for sale of real estate, forms, 145; auction subject to 
lien, 147; private sale, 148; for redemption of property from lien, 
146; for sale of perishable property, 149. 
Petitions, who may file and dismiss, 74; in different districts, 86; priority 

of, 87. 
Possession of property, 82. 
Preferred creditors, 75. 
Preferences, 8; by legal proceedings, 9, 165; voidable, 25/ partnership, 38; 

problems, 164, 165, 172. 
Priorities, 32. 

Priority of debts, 77; of petitions, 87; problems, 177. 
Private sale, petition and order for, 148. 

Problems, 163; effect of state insolvency laws, 162; who may become 
bankrupts, 162; petitioning creditors, 162; acts of bankruptcy, 163; 
provisional remedies, 166; provable claims, 167; property passing to 
trustee, 170; preferences, 172; liens nullified in bankruptcy, 174; 
voidable fraudulent transfers, 175; set-offs and counter-claims, 176; 
examination of bankrupt, 177; claims having priority, 177; distribu- 
tion of the estate, 178; compositions, 179; discharge, 180; partner- 
ships, 181. 
Procedure in courts, 52. 

Proceedings, conduct of, 86; in partnership cases, 88. 
Process, 86. 

Proof of claim, 18; by contingent creditors, 20. 

Proof of debt, 92; ofScial forms, unsecured debt, 136; due corporation, 
138; proof by partnership, 139; by agent or attorney, 139; of secured 
debt by agent, 140. 
Property, passing to trustee, 22; in foreign lands, 2^; nature of trustee's 
interest in, 25; problems, 170; possession of, 82; title to, 82; sale of, 
91; redemption of, 95. 
Protection and detention of bankrupts, 48. 
Provable claims, 20; problems, 167. 
Provisional remedies, 12, 166. 
Provisions, general, 98. 
Eeceiver, compensation of, 14, 65. 
Eeceiverships, 10, 13; 165. 

Eedemption of property and compounding of claims, 95. 
Eedemption of property from lien, form of petition and order for, 146. 
Eecords of referees, 63. 
Eeferee, defined, 41. 

Eeferees, duties of, H; creation of office, 60; appointment, removal and 
districts of, 60; qualifications of, 60; oaths of ofSee, 60; number of, 
60; jurisdiction of, 60; duties of, H, 61, 89; compensation of, 62, 97; 
contempts before, 62; records kept by 63; absence or disability of, 
63; bonds of, 67; orders of, 94; transmission by of proved claims to 
clerk, 94; accounts of, 94; review of orders by judge, 94; oath of 
office, 126; bond, 127; notice to trustee, 132; order approving 
trustee's bond, 133; order that no trustee be appointed, 134; order 
for examination of bankrupt, 134; certificate to judge, 155. 
Eeferences, H; of cases after adjudication, 55; filing of papers after, 91; 

order, official form, 125; in judge's absence, 126. 
Eemington, Harold, quoted, 4- 

Eemoval of trustee, 64; form of petition for, 153; notice of petition, 153; 
order for, 154. 
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Eeturn on marshal 's warrant, 120. 

Eights of trustee, 28. 

Eules, forms and orders, 59. 

Sale of property, 91. 

Sale subject to lien, petition and order for, 147. 

Schedules, 16; in partnership cases, 36; in involuntary bankruptcy, 88; 
of debts, ofacial forms, 102-106; of property, ofdcial forms, 107-111; 
of books, papers, -writings, etc., official form, 112; summary of debts 
and assets, official form, 113. 

Set-offs and counter-claims, 27, 82, 176. 

Secret liens avoided, 26. 

Seizure of bankrupt 's property, 12. 

Special meeting of creditors, 94. 

State insolvency laws, effect of, 162. 

State laws, proceedings under as affected by Bankruptcy Act, 84. 

Statistics of bankruptcy proceedings, preface; 70. 

Subpoena to bankrupt, 118. 

Summons to witness, 135. 

Supreme Court, orders in bankruptcy established by, 85. 

Taking of testimony, 93. 

Taxes, SI. 

Testimony, taking of, 93. 

Time, computation of, 59. 

Title to property, 82. 

Title, transfer of, 2^/ to after-acquired property, 25; nature of trustee's 
title, 25. 

Tort claims, 20. 

Transfer of cases, 59. 

Transfers, fraudulent, 27; problems, 175. 

Trial, H. 

Trustee, selection of, IT; nature of interest in bankrupt's property, 25; 
rights of in managing estate, 28; duties of, 28; in partnership bank- 
ruptcy, 37; defined, 41; penalties for offenses committed by, 58; 
creation of office, 60; appointment of, 63, 89, 130, 131; qualifications 
of, 64; death or removal of, 64, 89; duties of, 64, 90; compensation 
of, 65, 97; accounts and papers of, 67; bonds of, 67, 132; not 
appointed in certain cases, 90; notice of appointment, 90, 132; shall 
be no official or general trustee, 90; appointment of by referee, 131; 
creditor's letter to, 145; report of exempted property, 149; return 
of no assets, 150; account, 151; oath to final account, 152; order 
allowing account and discharging, 152; petition for removal of, 153; 
notice of petition, 153; order for removal, 154; order for choice of 
new trustee, 155; property passing to, 170. 

United States and State courts, 56. 

Unscrupulous lawyers,' 6. 

Valid claims, 20. 

Voidable preferences, 25. 

Voluntary and involuntary bankruptcies, 5. 

Voters at meeting of creditors, 71. 

Voting by creditors, IT. 

Wage-earner, defined, 7; 39. 

Wages due, 31. 

Warrant, special, to marshal, 119. 

Who may become bankrupts, 7. 

Witness, summons form, 135. 

Writs of error, 57. 



